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Fertilizer  manufacturing 
has  been  a  major  area  of 
cooperative  growth,  with 
assets  nearly  tripling  in  the 
past  20  years.  The  cover 
picture  is  a  nitrogen  plant 
at  Fort  Dodge,  Kans.,  own- 
ed by  Farmland  Industries, 
Inc.  The  Kansas  City,  Mo., 
based  regional  was  a  pio- 
neer in  fertilizer  manufac- 
turing and  has  the  biggest 
investment  of  any  single 
cooperative. 
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By  Martin  A.  Abrahamsen* 
Deputy  Administrator 
Farmer  Cooperative  Service 


Over  the  years  much  has  been  vi^ritten  and  said  about  cooperative  growth.  Little  in  the 
way  of  specific  material,  however,  has  been  presented  that  brings  into  proper 
perspective  the  nature  and  extent  of  such  growth.  Neither  has  much  been  done  to 
compare  growth  of  cooperatives  with  growth  of  firms  in  comparable  segments  of  the 
economy. 

Objective  information  on  the  subject  is  needed  by  cooperative  leaders,  teachers  of 
cooperation  at  Land-Grant  universities  and  other  colleges,  the  general  public,  and  policy 
makers  on  both  the  Federal  and  State  level.  Moreover,  cooperative  leaders  recognize  that 
such  information  would  be  especially  useful  in  correcting  much  of  the  misinformation 
that  prevails.  This  report,  therefore,  is  designed  to  provide  basic  information  on 
cooperative  growth  to  help  meet  the  needs  of  various  publica  having  an  interest  in  this 
subject. 

A  number  of  factors  have  contributed  to  cooperative  growth.  They  reflect  the  growing 
and  changing  needs  of  modern  commercial  agriculture.  Farmers  look  to  their  off-farm 
business  cooperatives  to  help  them  adjust  to  these  needs.  Among  the  factors  contributing 
to  cooperative  growth  are: 


1.  The  mechanization  of  ^iculture.  When  cooperatives  were  first  organized,  farmers 
relied  on  hand  and  horsepower.  Homegrown  hay  and  oats  provided  "the  fuel"  for 
horsepower.  Now  farmers  look  to  their  cooperatives  to  provide  the  fuel  to  power  their 
trucks,  tractors,  and  other  machinery.  In  most  instances,  electric  cooperatives  provide  the 
energy  needed  to  keep  countless  motors  and  appliances  going. 

2.  The  findings  of  technical  and  economic  research  have  introduced  profound  changes 
in  agriculture.  Research  has  contributed  to  continual  and  marked  changes  in  plant 
varieties,  animal  breeding,  production  practices,  and  cultural  methods.  It  also  has  resulted 
in  changes  in  farm  management  and  marketing  methods  which  in  turn  have  introduced 
new  economic  forces  and  greatly  influenced  the  whole  agribusiness  structure. 


'Initial  drafts  of  commodity  and  product  statements  for  the  section  on  Selected  Industrial 
Comparisons  were  prepared  as  follows:  Livestock,  Raymond  L.  Fox;  Dairy,  George  C.  Tucker; 
Poultry,  Winston  K.  Ullman;  Tobacco,  David  Volkin;  Fruits  and  Vegetables,  Fred  E.  Hulse;  Cotton, 
James  E.  Haskell;  Grain,  Dale  W.  Wilson;  and  Farm  Supplies  (feeds,  fertilizers,  petroleum,  and 
pesticides)  and  the  comparison  of  the  10  largest  cooperatives  with  the  10  largest  comparable  other 
business  firms,  J.  Warren  Mather  and  Lyden  O'Day.  These  individuals  also  made  helpful  suggestions  in 
planning  and  developing  the  report.  David  Volldn  also  assisted  on  matters  relating  to  Financial 
Resources.  Bruce  Swanson  and  Roger  Wissman  assembled  and  developed  the  statistical  material  used. 
Mr.  Swanson  also  prepared  the  initial  draft  of  the  text  for  the  section  on  industry-wide  comparisons. 


A  few  cooperatives  have 
extended  operations  the 
full  length  of  the  market- 
ing chain.  Gold  Kist  Inc., 
Atlanta,  provides  product- 
ion supplies  for  broiler 
growers,  then  processes 
and  markets  a  portion  of 
the  poultry  as  cooked  and 
frozen  fried  chicken. 


3.  New  and  improved  services  are  required  by  a  modern  agriculture.  Improved 
management  practices  and  changing  marketing  methods  have  required  new  services.  These 
include  bulk  delivery  of  feed,  fertilizer,  and  petroleum  products  and  bulk  handling  of 
milk,  grain,  and  fruit  and  vegetable  products.  To  fill  farmers'  needs,  fertilizer  cooperatives 
often  mine,  manufacture,  and  apply  plant  foods  direct  to  the  fields.  To  meet  expanding 
marketing  requirements,  cooperatives  operate  modern  storage  and  processing  facilities, 
and  provide  transportation  and  credit  services.  Farmers  have  turned  to  their  cooperatives 
to  make  it  possible  for  them  to  meet  their  needs  for  such  expanding  services  and  to 
realize  the  benefits  from  the  savings  that  result. 

4.  Changes  in  the  non-cooperative  sector  of  the  economy  necessitate  larger  cooper- 
atives. Studies  by  the  Federal  Trade  Commission  and  other  government  agencies  have 
called  attention  to  substantial  concentration  of  business  enterprises  in  most  segments  of 
the  economy.  Mergers  have  occurred  by  the  thousands,  horizontal  and  vertical  integration 
has  been  pronounced,  and  huge  conglomerate  business  enterprises  operate  highly 
diversified  business  operations.  These  firms  have  marshaled  the  financial  resources 
necessary  to  achieve  substantial  market  penetration.  The  cooperative  becomes  the 
farmer's  major  economic  tool  to  help  him  approach,  even  to  a  Hmited  extent,  the 
economic  power  these  firms  have  as  he  deals  with  them  in  the  market  place.  These  firms 
are  becoming  substantially  larger  than  most  of  those  that  farmers  have  been  able  to 
organize  and  operate. 

5.  Farmers   and   their  cooperative  leaders  are  becoming  increasingly  sophisticated. 

Today's  farmer  has  a  better  appreciation  not  only  of  production  and  cultural  practices 
needed  to  succeed,  but  also  of  the  economic  tools,  including  cooperatives,  that  he  can  put 
to  use  to  help  meet  the  challenges  of  change  and  adjustment.  Cooperative  directors  and 
managers  are  now  better  selected  and  trained  than  20  years  ago.  As  a  result  they  have  a 
more  realistic  appreciation  of  how  cooperatives  can  help  their  members  meet  the  growing 
and  changing  needs  of  agriculture. 


Scope  of  Report 

This  report  is  divided  into  four  parts. 

Part  I  deals  with  basic  trends  in  cooperative  growth.  The  first  section  of  this  part 
covers  net  volume  of  business  of  cooperative  marketing,  farm  supply,  and  related  service 
cooperatives  for  the  periods  1950-51  through  1969-70,  the  last  year  for  which  data  are 
available. 

Three  functional  types  of  cooperatives  are  recognized  in  this  report  —  those  that 
market  farm  products,  provide  farm  supplies,  and  perform  related  services.  In  this  report 
they  are  classified  as  marketing,  farm  supply,  and  related  service  cooperatives, 
respectively,  when  the  majority  of  their  net  volume  of  business  is  accounted  for  by  that 
type  of  activity.  Related  service  activities  include:  trucking,  storage,  custom  mixing  and 
grinding  of  feed,  drying,  and  similar  services  affecting  the  form,  quality,  or  location  of 
farm  products  and  supplies  handled  by  cooperatives.  The  term,  commodity,  refers  to 
separate  products  such  as  dry  beans  and  peas  and  building  materials. 

Information  is  included  on  absolute  and  relative  increases  in  net  business  volume  and 
on  the  percentage  distribution  of  this  volume  between  marketing,  farm  supply,  and 
related  service  activities.  Also  included  are  trends  in  the  geographic  distribution  of  net 
cooperative  business. 

A  second  section  provides  information  on  numbers  of  cooperatives  and  indicates 
absolute  and  relative  changes  that  have  occurred  for  various  types  of  cooperatives.  This 
section  also  provides  information  as  to  the  distribution  of  various  types  of  cooperatives 
according  to  annual  volume  of  business.  In  addition,  data  are  included  on  the  number  of 
cooperative  additions  and  discontinuances  by  year  and  by  type  of  cooperative. 

A  third  section  covers  cooperative  memberships.  They  are  examined  from  the 
standpoint  of  all  cooperatives  with  details  for  various  types  of  marketing,  purchasing,  and 
related  service  associations. 


The  fourth  section  presents  such  information  as  is  available  on  the  financial  resources 
of  cooperatives. 

A  fifth  section  gives  general  observations  on  the  subject  of  cooperative  diversification. 

Part  II  gives  industry-wide  comparisons  for  marketing  and  farm  supply  cooperatives. 

The  volume  of  business  done  by  cooperatives  at  one  stage  or  the  other  in  the  marketing 
process  is  compared  to  the  total  cash  receipts  from  farm  marketings  and  to  the  Gross 
National  Product  (GNP).  Likewise,  the  net  volume  of  business  of  farm  supply 
cooperatives  is  related  to  farm  expenditures  for  basic  production  supplies  and  the  GNP. 

Part  III  provides  selected  industrial  comparisons.  This  section  attempts  to  bring  into 
more  realistic  perspective  information  bearing  on  market  penetration  and  comparative 
market  power  of  the  four  largest  cooperatives  of  selected  types  with  the  four  largest  other 
business  firms  operating  in  the  same  sector.  When  these  comparisons  involve  products  or 
supplies  that  are  but  a  part  of  the  operations  of  cooperatives  or  other  business  firms, 
comparisons  are  made  between  the  cooperatives  or  other  firms  that  are  largest  in  the 
product  or  supply  business  being  compared. 

It  is  obvious  that  degree  of  economic  integration,  diversification,  and  the  conglomerate 
nature  of  some  business  firms  make  comparisons  difficult. 

However,  sufficient  information  exists  to  provide  useful  comparisons  of  cooperatives 
with  corporations  conducting  similar  business  activities. 

Emphasis  is  on  growth  in  dollar  sales  volume,  assets  and  net  margins,  and  acquisitions 
and  degree  of  integration  and/or  diversification.  The  four  largest  marketing  cooperatives 
are  compared  with  four  other  business  corporations  that  were  largest  in  similar  business 
activities.  In  many  instances,  however,  the  diversified  operations  of  these  firms  also 
involved  them  in  widely  varying  operations.  Comparisons  cover  dairy,  livestock,  poultry, 
cotton  and  cotton  products,  fruits  and  vegetables,  grain,  and  tobacco.  For  purchasing 
cooperatives,  comparisons  are  made  for  feed,  fertilizer,  pesticides,  petroleum  products, 
and  seed. 

Part  IV  directs  attention  to  elements  that  should  be  considered  to  develop  a  strategy 
for  cooperative  growth.  This  section  considers:  (1)  Planning  future  growth,  giving 
attention  to  the  need  for  setting  objectives  and  goals  and  the  development  of  plans;  (2) 
methods  of  growth  with  emphasis  on  internal  operations,  acquisition  and  mergers,  joint 
ventures,  and  federations;  and  (3)  facilitating  growth  by  financing,  improved  communica- 
tion and  educational  techniques,  and  research  and  planning. 


Source  of  Data 

Farmer  Cooperative  Service  and  its  predecessor  organizations  have  assembled  annual 
national  statistics  on  farmer  cooperatives  since  1926.  Significant  revisions  occurred  in 
1950-51  when  more  detailed  annual  information  was  assembled  on  net  volume  of 
business,  memberships,  and  number  of  cooperatives.  Information  for  1950-51  serves  as 
the  base  period  for  the  material  presented  in  the  part  covering  Basic  Trends  in 
Cooperative  Growth. 

Farmer  Cooperative  Service  also  has  made  industry-wide  comparisons  of  trends  in 
business  volume  between  marketing  and  purchasing  cooperatives  and  other  segments  of 
the  economy.' 

Information  for  Part  III,  Selected  Industrial  Comparisons,  was  gleaned  from  such 
sources  as  annual  reports,  published  financial  summaries,  and  miscellaneous  data.  Similar 
sources  were  used  to  compare  the  10  largest  cooperatives  with  the  10  largest  other 
businesses  engaged  in  comparable  business  activities. 


See  General  Report  110,  Trends  in  Growth  of  Farmer  Cooperatives,  1950-1960,  March  1963,  by 
Kelsey  B.  Gardner  and  Anne  L.  Gessner.  In  addition,  articles  in  the  News  for  Farmer  Cooperatives, 
dated  March  1965  and  September  1969  also  have  covered  this  subject  and  this  material  is  brought 
up-to-date. 


PART  I  BASiC  TRENDS  IN  GROWTH 


^ 


Basic  trends  in  cooperative  growth  are  examined  from  the  standpoint  of  volume  of 
business,   number  of  cooperatives,   number  of  cooperative  memberships,  financial 
resources,  and  degree  of  diversification. 

Net  Volume  of  Business 

Net  cooperative  business  unadjusted  for  changes  in  the  price  level  increased  from  $8.1 
billion  in  1950-51  to  $19.0  billion  in  1969-70  (Table  1). 

A  breakdown  of  this  total  shows  that  the  value  of  products  marketed  through 
cooperatives  increased  from  $6.4  billion  to  $14.8  billion,  supplies  purchased  from  $1.7 
biUion  to  $3.8  billion,  and  services  provided  from  $100  million  to  $391  million. 
Appendix  Table  A  gives  volume  information  for  the  periods  1925-26  through  1949-50. 

Comparative  changes  in  indexes  of  net  volume  of  business  of  farmer  marketing,  farm 
supply,  and  related  service  cooperatives  for  selected  periods  1950-51  through  1969-70 
was: 


.                                                 Net  volume 

Period 

Products 
marketed 

Supplies 
purchased 

Related  serv- 
ices provided 

Total 

1950-51 
1955-56 
1960-61 
1965-66 
1969-70 

100 
118 
151 
192 
233 

Index 

100 
121 
147 

183 
227 

100 
215 
306 

325 
391 

100 
120 
152 

192 

234 

When  considered  in  terms  of  5  year  intervals,  some  variation  exists  in  the  growth  of 
net  volume.  Cooperative  business,  however,  has  been  characterized  by  considerable 
stability.  This  also  is  indicated  by  more  detailed  data  shown  in  Appendix  Table  B  which 
gives  the  comparative  change  in  net  volume  of  business  of  marketing,  farm  supply,  and 
related  service  cooperatives  on  an  annual  basis.  This  change  is  expressed  both  in 
year-to-year  and  in  accumulative  index  changes. 


Net  volume  of  business  of  marketing,  farm  supply,  and  related  service  cooperatives,  1950-51  through  1969-70 


Net  volume 

Period 

Products 
marketed 

Supplies 
purchased 

Related  serv-                                 Total 
ices  provided 

.^^•//•j^i.1    /iftil/lYK  —V     ^—      ^—     -^     ^— 

1950-51 

6,362 

—  JTtUltOrl  UUllUf^ 

1,685 

100                                       8,147 

1951-52 

7,377 

1,919 

114                                       9.410 

1952-53 

7,366 

2,014 

141                                        9,521 

1953-54 

7,339 

1,978 

158                                     9,475 

1954-55 

7,425 

2,022 

195                                     9,642 

1955-56 

7,495 

2,046 

215                                     9,756 

1956-57 

7,999 

2,146 

234                                     10,379 

1957-58 

8,319 

2,187 

247                                     10,753 

1958-59 

9,103 

2,371 

273                                     11,747 

1959-60 

9,330 

2,408 

298                                     12,036 

1960-61 

9,631 

2,472 

306                                     12,409 

1961-62 

10.161 

2,561 

302                                     13,024 

1962-63 

10,834 

2,705 

303                                     1 3,842 

1963-64 

11,209 

2,832 

313                                   14,354 

1964-65 

11,516 

2,910 

316                                     14,742 

1965-66 

12,198 

3,085 

325                                     15,608 

1966-67 

12,900 

3,339 

318                                     16,557 

1967-68 

13,189 

3,545 

316                                     17,050 

1968-69 

13,421 

3,615 

351                                     17,387 

1969-70 

14,816 

3,819 

391                                     19,026 

percentage  of 

net  volume 

of  cooperative  business  accounted  for 

The  1 

by  products 

/ —      "       /I 

marketed,  farm 

suppl 

es  purchased 

and  related 

services  provided  for  selected  periods,                 | 

Ir-^  J  A 

1950-51 

through 

1969-70  follows: 

[C^/ 

Net  volume 

Period 

Products 

Supplies 

Related  serv- 

Total 

TABLE  1 

marketed 

purchased 

ices  provided         : 

Percent 

1950-51 

78.1 

20.7 

1.2 

100 

1955-56 

76.8 

21.0 

2.2 

100 

1960-61 

77.6 

19.9 

2.5 

100 

1965-66 

78.1 

19.8 

2.1 

100 

1969-70 

77.9 

20.1 

2.0 

100 

This  tabulation  indicates  the  proportion  of  net  volume  of  cooperative  business 
accounted  for  by  products  marketed,  farm  supplies  purchased,  and  related  services 
provided  has  remained  quite  stable. 

The  proportion  of  total  net  business  accounted  for  by  products  marketed  and  supplies 
purchased  showed  less  than  2  percent  variation.  However,  related  services  net  volume 
more  than  doubled  its  share  from  1950-51  to  1960-61,  then  declined. 

The  net  volume  of  cooperative  business  classified  according  to  functional  groups  and 
commodities  is  shown  in  Table  2. 

Changes  in  the  relative  importance  of  the  various  products  marketed  and  supplies 
purchased  during  the  20-year  period  are  shown  in  Tables  3  and  4,  respectively.  Dairy 
products;  grains,  soybeans,  and  soybean  meal  and  oil;  livestock  and  livestock  products; 
and  fruits  and  vegetables  accounted  for  81  percent  of  all  products  marketed  in  1969-70. 
This  compares  with  84  percent  in  1950-51.  During  this  period,  the  proportion  that  dairy 
products  were  of  the  total  increased  about  4  percent,  while  livestock  and  livestock 
products  declined  from  20.8  percent  to  14.6  percent,  or  6  percent.  Grains  and  fruits  and 
vegetables  showed  little  relative  change. 

Among  the  lesser  commodities,  sugar  products  and  rice  showed  substantial  relative 
increases,  while  cotton  and  wool  and  mohair  showed  the  greatest  relative  declines. 


{^/ 

TABLE  2 

Net  volume  of  business  reported  for  individual  products  marketed,  supplies  purchased,  and  services  provided, 

selected  periods,  1950-51  through  1969-70 


Functional  group  and  commodity 


1950-51 


Net  volume 


1955-56 


1960-61 


1965-66 


1969-70 


million  dollars 


Products  marketed 

Beans  &  peas  (dry  edible) 

Cotton  &  cotton  products 

Dairy  products 

Fruits  &  vegetables 

Grain,  soybeans  &  soy- 
bean meal  &  oil 

Livestock  &  livestock 
products 

Nuts 

Poultry  products 

Rice 

Sugar  products 

Tobacco 

Wool  &  mohair 

Miscellaneous 

Total 


25 

30 

34 

29 

38 

320 

479 

591 

828 

434 

1,934 

2,543 

3,243 

3,834 

5,126 

702 

723 

941 

1,432 

1,778 

1,362 


1,572 


2,105 


2,663 


3,006 


1,322 

1,180 

1,434 

1,678 

2,154 

113 

91 

124 

195 

254 

264 

358 

425 

438 

588 

91 

133 

156 

238 

347 

(0 

125 

371 

509 

634 

126 

190 

140 

262 

377 

29 

25 

23 

26 

19 

74 

46 

44 

66 

62 

6,362 

7,495 

9,631 

12,198 

14,817 

Supplies  purchased 

Building  materials 
Containers  &  packaging 

supplies 
Farm  machinery  & 

equipment 
Feed 
Fertilizer 
Meats  &  groceries 
Petroleum  products 
Seed 
Sprays  &  dusts  (farm 

chemicals) 
Miscellaneous 

Total 
Related  services  provided 
Total  -  all  business 


(2) 

79 

91 

127 

157 

(2) 

25 

27 

33 

39 

68 

69 

75 

81 

116 

695 

775 

891 

1,057 

1,227 

156 

261 

362 

562 

657 

(2) 

47 

52 

58 

83 

277 

494 

622 

702 

862 

90 

97 

100 

119 

142 

(3) 

36 

56 

89 

165 

299 

163 

196 

257 

371 

1,685 

2,046 

2,472 

3,085 

3,819 

100 

215 

306 

325 

391 

8,147 


9,756 


12,409 


15,608 


19,027 


Included  in  Miscellaneous  products  marketed. 
Included  in  Miscellaneous  supplies  purchased. 


Percentage  of  net  cooperative  volume  of  business  accounted  for  by  individual  products  marketed 
selected  periods,  1950-51  through  1969-70 


Period 

Products  marketed 

■■    1950-51 

:    1955-56 

:    1960-61 

:    1965-66 

:    1969-70 

Dairy  products 

30.4 

33.9 

33.7 

31.4 

34.6 

Grain,  soybeans,  soybean  meal  &  oil 

21.4 

21.0 

21.8 

21.8 

20.3 

Livestock  &  livestock  products 

20.8 

15.7 

14.9 

13.8 

14.6 

Fruits  &  vegetables 

11.0 

9.7 

9.8 

11.7 

12.0 

Sugar  products 

(2) 

1.7 

3.9 

42 

4.3 

Poultry  products 

4.1 

4.8 

4.4 

3.6 

4.0 

Cotton  &  cotton  products 

5.0 

6.4 

6.1 

6.8 

2.9 

Tobacco 

2.0 

2.5 

1.5 

2.2 

2.5 

Rice 

1.4 

1.8 

1.6 

2.0 

2.3 

Nuts 
Miscellaneous 

1.8 

1.2 

1.3 

1.6 

1.7 

1.2 

0.6 

0.5 

0.5 

0.4 

Beans  &  peas  (dry  edible) 

0.4 

0.4 

0.3 

0.2 

0.3 

Wool  &  mohair 

0.5 

0.3 

0.2 

0.2 

0.1 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

Order  of  products  is  based  on  1969-70  data.  Some  rearrangement  would  be  necessary  if  products  were  to  be  listed  according  to 
their  proportion  of  total  marketing  sales  for  other  periods. 

2 

Not  separately  categorized  during  this  period.  Included  in  miscellaneous  marketmgs. 

For  1969-70,  includes  coffee,  forest  products,  fur  pelts,  hay,  hops,  seed  marketed  for  growers,  nursery  stock,  tung  oil,  and  other 
farm  products  not  separately  classified. 


Among  production  supplies,  three  items  —  feed,  petroleum  products,  and  fertilizer  — 
are  especially  important.  They  accounted  for  72  percent  of  the  total  production  supply 
business  in  1969-70  and  73  percent  in  1950-51  (Table  4).  Within  this  group,  however,  the 
proportion  accounted  for  by  feed  declined  from  41  percent  to  32  percent,  while  the 
fertilizer  volume  increased  from  9  percent  to  17  percent.  The  proportion  accounted  for 
by  petroleum  products  has  remained  relatively  constant. 

Among  the  lesser  supply  items,  sprays  and  dusts  showed  an  increase  in  the  proportion 
of  net  volume,  while  seeds  and  farm  machinery  and  equipment  declined  during  the 
period. 

Appendix  Table  C  gives  the  percentage  of  net  cooperative  business  accounted  for  when 
all  functional  groups  and  commodities  are  considered  as  100  percent. 


TABLE  3 


TABLE  4 


Percentage  of  net  cooperative  volume  of  business  accounted  for  by  individual  farm  supplies  purchased, 

selected  periods,  1950-51  through  1969-70 


Supplies  purchased 


Period 


1950-51 

1955-56 

1960-61 

1965-66 

1969-70 

41.2 

37.9 

36.0 

34.3 

32.1 

22.4 

24.1 

25.2 

22.7 

22.6 

9.3 

12.8 

14.6 

18.2 

17.2 

17.7 

8.0 

7.9 

8.3 

9.7 

(3) 

1.7 

2.3 

2.9 

4.3 

(3) 

3.9 

3.7 

4.1 

4.1 

5.4 

4.7 

4.1 

3.9 

3.7 

4.0 

3.4 

3.0 

2.6 

3.1 

(3) 

2.3 

2.1 

1.9 

2.2 

(3) 

1.2 

1.1 

1.1 

1.0 

Feed 

Petroleum  products 
Fertilizer 
Miscellaneous 

Sprays  &  dusts  (farm  chemicals) 
Building  materials 
Seed 

Farm  machinery  &  equipment 
Meats  and  groceries 
Containers  &  packaging 
supplies 

Total 


100.0 


100.0 


100.0 


100.0 


100.0 


Order  of  supply  items  is  based  on  1969-70  data.  Some  rearrangement  would  be  necessary  if  supplies  were  to  be  listed  according  to 
their  proportion  of  total  supply  sales  for  other  periods. 
2 

For  1969-70,  includes  plant  equipment,  automotive  supplies,  hardware,  chicks,  and  other  supplies  not  separately  classified. 

3 

Not  separately  categorized  during  this  period.  Included  in  miscellaneous  supplies. 


Information  as  to  net  volume  of  cooperative  business  conducted  by  functional  groups 
in  various  geographic  regions  is  shown  in  Table  5.  The  East  and  West  North  Central  States 
were  the  most  important,  accounting  for  about  half  of  the  net  volume  of  cooperative 
business.  Next  in  the  order  of  importance  were  the  Pacific,  Middle  Atlantic,  and  South 
Atlantic  States.  New  England  and  the  Mountain  States  had  the  least  net  volume  of 
cooperative  business. 

In  1969-70  the  products  marketed  were  relatively  more  important  than  the  supplies 
purchased  in  the  East  North  Central,  West  South  Central,  Mountain,  and  Pacific  States. 
During  the  same  period,  supplies  purchased  were  relatively  more  important  in  the  Middle 
Atlantic,  West  North  Central,  and  East  South  Central  States.  In  1969-70  one-third  of 
supplies  purchased  through  cooperatives  were  accounted  for  in  the  West  North  Central 
States. 

The  relative  proportion  of  marketing  business  declined  substantially  during  the  20-year 
period  in  the  North  Central  States  and  to  a  lesser  degree  in  the  New  England,  Middle 
Atlantic,  and  Mountain  States.  Marketing  business  increased  relatively  in  the  Pacific,  West 
South  Central  States,  and  South  Atlantic  States.  Supplies  purchased  declined  relatively  in 
the  Middle  Atlantic,  East  North  Central,  New  England,  and  Pacific  States.  Increases 
occurred  in  the  West  North  Central,  South  Atlantic,  and  East  South  Central  States. 

Table  6  and  Figure  1  give  the  estimated  cooperative  share  of  the  cash  farm  receipts  and 
farm  supply  expenditures  for  selected  items,  1950-51,  1960-61,  and  1969-70.  Among 
products  marketed,  dairy  products  ranked  first  in  1969-70,  followed  by  grains,  fruits  and 
vegetables,  and  cotton  and  cotton  products.  Livestock  and  poultry  were  comparatively 
low,  accounting  for  only  about  10  percent  of  the  total  cash  income  for  these  items. 

Among  farm  supplies,  the  rank  in  order  of  the  highest  proportion  of  relative  business 
was  fertilizer  and  lime,  petroleum  products,  seed,  and  feed. 

Over  the  20-year  period,  the  proportion  of  products  marketed  through  cooperatives 
increased  from  20  to  26  percent.  Increases  were  especially  significant  for  dairy  products, 
fruits  and  vegetables,  and  cotton  and  cotton  products.  The  cooperative  share  of  farm 
supplies  purchased  increased  from  12  to  16  percent  and  the  most  significant  increase 
occurring  among  fertilizer  and  lime,  petroleum  products,  and  pesticides. 

It  is  important  to  emphasize  that  these  figures  are  often  misinterpreted.  In  the  case  of 
marketing  business,  they  refer  only  to  the  amount  of  cooperative  business  at  one  stage  or 
the  other  in  the  marketing  process.  For  example,  about  60  percent  of  all  milk  sold 
through  cooperatives  is  by  bargaining  associations  that  primarily  limit  operations  to 
negotiating  for  price  and  terms  of  sale  without  actually  handling  the  product.  For  grains 
(except  for  the  processing  of  soybean  oil  and  meal)  the  cooperative  activity  largely  is 
restricted  to  assembling,  storage,  and  limited  amounts  of  barge  and  truck  transportation. 
Tobacco   cooperatives   largely  assemble,  sort,  and  provide  price  stabilization  services, 

Percentage  distribution  of  net  volume  of  business  of  marketing,  farm  supply,  and  related  service 
cooperatives,  by  geographic  regions,  1950-51,  1960-61,  and  1969-70 


Net  volume 

Geographic  region 

Products  marketed 

Supplies  purchased 

Related  services 

provided 

:  1950-51 

1960-61 

1969-70 

1950-51 

:   1960-61   : 

1969-70 

1950-51  : 

1960-61 

:  1969-70 

_ 

New  England 

1.4 

2.1 

2.1 

4.8 

2.9 

2.8 

0.8 

0.5 

1.0 

Middle  Atlantic 

8.0 

7.9 

7.9 

15.7 

12.0 

11.1 

4.3 

2.9 

3.9 

East  North  Central 

25.6 

22.1 

22.5 

23.6 

22.4 

19.3 

14.5 

10.8 

13.3 

West  North  Central 

26.7 

24.7 

23.7 

26.2 

29.9 

33.5 

21.6 

32.6 

29.0 

South  Atlantic 

6.2 

7.9 

8.4 

8.8 

9.4 

9.5 

5.7 

7.1 

10.0 

East  South  Central 

3.7 

3.5 

4.6 

3.6 

5.4 

6.7 

3.2 

2.2 

2.3 

West  South  Central 

7.0 

9.2 

7.7 

4.2 

4.6 

5.5 

27.5 

19.9 

19.8 

Mountain 

6.3 

6.1 

5.6 

3.6 

4.0 

3.9 

6.3 

5.4 

4.7 

Pacific  1 

14.0 

16.5 

17.4 

9.5 

9.4 

7.7 

16.1 

18.6 

16.0 

United       Percent 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

States:       Dollars 

6.4 

9.6 

14.8 

1.7 

2.5 

3.8 

0.1 

0.3 

0.4 

(billions) 

1 


Includes  Alaska  and  Hawaii. 


Estimated  share  of  the  market  obtained  by  farm  cooperatives,  by  selected  commodities,  1950-51,  1960-61,  and  1969-70 


Products  marketed 

Cotton  &  cotton  products 

Dairy  products 

Fruits  &  vegetables 

Grain  &  soybeans 

Livestock  &  livestock  products 

Poultry  products 

Other 

Total 


Farm  supplies  purchased 

Feed 

Seed 

Fertilizer  &  lime 

Petroleum 

Other  supplies  &  equipment 

Total 


12 

22                               26 

53 

61                                73 

20 

21                               27 

29 

38                               32 

16 

14                               11 

7 

10                                 9 

15 

22                               27 

20 

23                               26 

—  Percent  of  farm  supply  expenditures 

19 

18                               18 

17 

19                               20 

15 

24                               32 

19 

24                               26 

5 

7                                 9 

12 


15 


16 


Calculations  for  farm  supplies  are  the  ratios  of  net  cooperative  volume  to  total  cash  expenditures.  Cooperative  petroleum  volume 
was  reduced  by  40  jjercent  prior  to  calculation  due  to  cooperative  sales  for  nonfarm  uses. 


although  they  provide  a  hmited  amount  of  redrying  services.  They  engage  in  no 
manufacturing.  Livestock  marketing  cooperatives  perform  the  minimum  functions  of  the 
normal  marketing  process,  generally  the  negotiating  of  price  between  buyers  and  sellers 
with  limited  ventures  into  slaughtering,  processing,  and  distribution. 

About  60  percent  of  all  milk  marketed  by  cooperatives  is  sold  to  plants  as  raw  whole 
milk.  Much  of  this  milk  is  delivered  direct  from  farms  to  processors.  Dairy  cooperatives 
are  active  in  butter  and  cheese  processing,  but  do  relatively  little  processing  and 
distribution  of  fluid  milk  and  related  products. 

In  other  words,  most  marketing  cooperatives  do  comparatively  little  processing, 
integrate  operations  to  a  minor  extent,  and  achieve  only  limited  market  penetration.  Put 
another  way,  as  a  group,  they  do  not  perform  many  of  the  major  marketing  functions 
involved  in  moving  farm  products  from  the  producer  to  the  consumer.  Major  exceptions 
to  this  observation  are  the  dairy  cooperatives  that  manufacture  butter,  cheese,  and  related 
products  and  fruit  and  vegetable  processing  cooperatives. 

Among  farm  supply  cooperatives,  a  greater  degree  of  integration  exists.  This  is 
evidenced  by  the  ownership  of  feed  mills,  fertilizer  mining  and  manufacturing  facilities, 
and  petroleum  refineries  by  regional  associations.  Little  progress,  however,  has  been 
achieved  in  the  manufacture  and  distribution  of  farm  machinery  and  appliances  and  in 
providing  expanding  related  services. 


Number  of  Cooperatives 

Trends  in  the  number  of  cooperatives  in  a  general  way  have  followed  trends  in  the 
number  of  other  types  of  business  firms,  and  the  decline  in  the  number  of  farms.  For 
example,  the  total  number  of  marketing,  farm  supply,  and  related  service  cooperatives 
declined  from  10,064  in  1950-51  to  7,790  in  1969-70  (Table  7).  The  number  df 
marketing  cooperatives  declined  from  6,519  to  4,834  and  the  purchasing  cooperatives 
from  3,283  to  2,775. 

Expressed  another  way,  cooperatives  have  declined  at  the  average  rate  of  slightly  more 
than  one  percent  a  year  since  1950-51  with  the  decline  being  more  pronounced  from 
1964-65  through  1969-70.  Further  information  on  numbers  of  marketing  and  farm 
supply  cooperatives  for  the  period  1925-26  through  1949-50  are  given  in  Appendix  Table 
D. 


FIG.  1   --ESTIMATED  SHARE  OF  THE  MARKET  OBTAINED  BY 
FARMER  COOPERATIVES,  BY  SELECTED  COMMODITIES 


Functional  group  and  commodity 


Cooperative  share  of  market  1950-51 


T 


'(Percent)' 


and  1969-70  ^ 
— I r 


PRODUCTS  MARKETED 
Cotton  and  cotton  products 

Dairy  products 

Fruits  and  vegetables 


Grain,  soybeans,  & 
soybean  meal  &  oil 


Livestock  &  products 


Poultry  products 


Other 


Total  all  marketing 


FARM  SUPPLIES  PURCHASED 

Feed 

Seed 

Fertilizer  &  lime 

Petroleum 

Other  supplies  &  equipment 

Total  farm  supplies 
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Number  of  marketing,  farm  supply,  and  related  service  cooperatives,  1950-51  through  1969-70 


Type  of  coo 

perative 

Period 

Marketing 

Farm 
supply 

Related 
service 

Total 

1950-51 

6,519 

3,283 

262 

10,064 

1951-52 

6,594 

3,324 

261 

10,179 

1952-53 

6,501 

3,378 

249 

10,128 

1953-54 

6,457 

3,374 

241 

10,072 

1954-55 

6,330 

3,346 

227 

9,903 

1955-56 

6,284 

3,375 

235 

9,894 

1956-57 

6,284 

3,373 

234 

9,891 

1957-58 

6,119 

3,383 

233 

9,735 

1958-59 

6,042 

3,387 

229 

9,658 

1959-60 

5,828 

3,297 

220 

9,345 

1960-61 

5,727 

3,222 

214 

9,163 

1961-62 

5,626 

3,206 

207 

9,039 

1962-63 

5,502 

3,211 

194 

8,907 

1963-64 

5,421 

3,226 

200 

8,847 

1964-65 

5,305 

3,085 

193 

8,583 

1965-66 

5,194 

2,949 

186 

8,329 

1966-67 

5,076 

2,871 

178 

8,125 

1967-68 

4,929 

2,835 

176 

7,940 

1968-69 

,4,773 
*4,834 

2,793 

181 

7,747 

1969-70 

2,775 

181 

7,790 

*In  1969-70, 

71  livestock  marketing  cooperatives  affiliated  with  a  large  regional  wei 
in  the  number  of  marketing,  farm  supply  and  related  service 

e  included  for  the  first  time. 

cooperatives  for 

/- 

Changes 

y  Ji 

selected  periods. 

1950-51  through  1969-70  are: 

V. 

dy/ 

Type 

of  cooperative 

Period 

[         Marketing          ' 

Farm 
supply 

:             Related 
:           service 

Total 

TABLE  7 

-     Index  

100 

1950-51 

100 

100 

100 

1955-56 

96 

103 

90 

98 

1960-61 

88 

98 

82 

91 

1965-66 

80 

90 

71 

83 

1969-70 

74 

85 

69 

77 

A  comparison  shows  that  when  1950-51  cooperative  numbers  are  expressed  as  an 
index  of  100,  the  index  of  the  number  of  all  cooperatives  declined  to  77  in  1969-70  and 
to  74,  85,  and  69,  respectively,  for  marketing,  farm  supply,  and  related  service 
cooperatives.  Appendix  Table  E  gives  more  detailed  information  on  year-to-year  changes 
as  well  as  yearly  comparisons  with  the  1950-51  base.  In  general,  there  was  considerable 
stability  in  the  numbers  of  farm  supply  cooperatives  in  the  decade  of  the  50's  and  the 
first  four  years  of  the  decade  of  the  60's. 

The  percentage  distribution  of  total  cooperative  numbers  accounted  for  by  the 
different  types  of  farm  cooperatives  for  selected  periods  was: 

:  Type  of  cooperative 


Period 

;        Marketing 

Farm 
supply 

Related            : 
:            service             : 

Total 

ent 

2.6 

2.4 
2.3 
2.2 
2.3 

1950-51 
1955-56 
1960-61 
1965-66 
1969-70 

64.8 
63.5 
62.5 
62.4 
62.1 

32.6 
34.1 
35.2 
35.4 
35.6 

100 
100 
100 
100 
100 

Cooperatives  of  different  types  providing  marketing,  farm  supply,  and  related  services 
from  1950-51  through  1969-70  are  shown  in  Table  8.  About  three-fourths  of  the  decline 
in  number  was  in  marketing  cooperatives.  About  one-half,  in  turn,  was  in  the  number  of 
dairy  cooperatives  which  decreased  from  1,930  to  956.  Significant  declines  also  occurred 
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Number  of  fanner  cooperatives,  classified  by  functional  group  and  commodity,  selected  periods,  1950-51  through  1969-70 


Functional  group  and  commodity 


Period 


=      1950-51 

1955-56 

=      1960-61 

1965-66 

:      1969-70 

\T              U 

(0 

15 

15 

13 

12 

526 

558 

531 

537 

524 

1,930 

1,764 

1,500 

1,226 

956 

879 

738 

671 

557 

490 

2,198 

2,117 

2,002 

1,957 

1,894 

538 

494 

456 

419 

510 

40 

37 

30 

20 

14 

127 

144 

118 

81 

59 

C») 

62 

62 

58 

55 

(0 

65 

68 

66 

65 

^24 

33 

30 

31 

28 

110 

185 

182 

164 

166 

147 

72 

62 

65 

61 

Marketing 

Beans  &  peas  (dry  edible) 

Cotton  &  cotton  products 

Dairy  products 

Fruits  &  vegetables 

Grain,  soybeans,  &  soybean  oil  &  meal 

Lifestock  &  livestock  products 

Nuts 

Poultry  products 

Rice 

Sugar  products 

Tobacco 

Wool  &  mohair 

Miscellaneous 

Total 

Farm  supply  —  total 
Related  service  —  total 

Total-all  types 


2,519 

6,284 

5,727 

5,194 

4,834 

3,283 
262 

3,375 
235 

3,222 
214 

2,949 
186 

2,775 
181 

10,064 


9,894 


9,163 


8,329 


7,790 


Not  separately  categorized  during  this  period.  Included  in  Miscellaneous. 


in  the  number  of  associations  handling  fruits  and  vegetables  and  poultry  products.  There 
was  little  change  in  the  number  of  cooperatives  handling  cotton  and  cotton  products,  as 
well  as  dry  edible  beans  and  peas,  sugar  products,  and  tobacco. 

Questions  frequently  arise  on  the  size  of  cooperatives  and  trends  in  size.  The 
percentage  of  distribution  of  the  number  of  marketing,  farm  supplies,  and  related  service 
business  in  1969-70  for  various  functional  groups  was: 


t  volume 

Type 

of 

cooperative 

Annual  ne 

Marketing    ; 

Farm 
supply 

Related 
service 

Total 

million  dollars 

p * 

Under 

0.5 

33.4 

47.7 

93.4 

39.9 

0.5 

0.9 

19.9 

26.5 

3.9 

21.9 

1.0 

4.9 

37.3 

23.1 

2.2 

31.4 

5.0 

9.9 

4.0 

1.3 

— 

3.0 

10.0 

24.9 

2.8 

0.3 

0.5 

1.8 

25.0 

49.9 

1.2 

0.3 

— 

0.8 

50.0 

99.9 

0.8 

0.4 

— 

0.7 

100.0  and 

over 

0.6 

0.4 

- 

0.5 

Total 

100.0 

100.0 

100.0 

100.0 

These  data  show  that  the  great  majority  of  cooperative  business  firms  are  small.  In 
1969-70,  only  6.8  percent  of  the  cooperatives  did  an  annual  business  of  more  than  $5 
million  and  nearly  half  of  these  reported  an  annual  business  volume  of  between  $5 
million  and  $10  million  (see  figure  2). 

A  higher  proportion  of  the  farm  supply  and  related  service  cooperatives  were  in  the 
smaller  annual  business  volume  classifications.  For  instance,  97  percent  and  99  percent, 
respectively,  reported  less  than  $5  million  of  annual  business  in  1969-70. 

Considerable  variation  exists  in  size  of  various  types  of  marketing  cooperatives  (Table 
9).  Cotton  and  cotton  products,  livestock  and  livestock  products,  and  wool  and  mohair 
are  among  the  types  of  cooperatives  that  were  smaller  than  average. 

By  comparison,  dairy  products,  grain,  fruits  and  vegetables,  poultry,  rice,  tobacco,  and 
sugar  cooperatives  were  larger  than  average. 

Table  10  presents  somewhat  comparable  information  for  various  types  of  cooperatives. 
It  also  indicates  trends  in  size  by  types  of  cooperatives.  As  would  be  expected,  increases 
in  the  general  price  level  account  for  some  increase  in  the  size.  Other  contributing  factors 
were  mergers  and  expansion  and  diversification  of  services. 
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Percentage  distribution  of  marketing  cooperative*  classified  according  to  type  and  size,  1969-70 


Annual  net  volume  --  million  dollars 

Type  of  marketing 

:  Less  than 

:  0.5- 

:     1.0- 

:  5.0- 

10.0- 

■■  25.0- 

:     50.0- 

:     100.0 

\  Total 

Coopera- 

0.5 

:  0.9 

:     4.9 

:  9.9 

■■  24.9 

■■  49.9 

:      00.9 

:  and  over 

tive 

/ 

Percent 

of  coo 

peratives  in 

group     -  - 

-  Number 

Beans  &  peas  (dry  edible) 

8.3 

16.7 

41.7 

25.0 

8.3 

— 

— 

— 

100.0 

12 

Cotton  &  cotton  products 

69.4 

17.0 

10.9 

1.1 

0.4 

0.4 

0.4 

0.4 

100.0 

524 

Dairy  products 

26.3 

22.8 

32.7 

6.8 

6.7 

2.4 

1.3 

1.0 

100.0 

956 

Fruit  &  vegetables 

33.9 

17.1 

33.7 

6.5 

4.7 

2.7 

1.0 

0.4 

100.0 

490 

Grain,  soybeans,  &  soy- 

bean meal  &  oil 

12.0 

25.0 

58.4 

2.9 

0.9 

0.1 

0.3 

0.4 

100.0 

1,894 

Livestock  &  livestock 

products 

67.4 

11.8 

13.9 

1.6 

1.2 

1.9 

1.2 

1.0 

100.0 

510 

Nuts 

21.4 

28.6 

21.4 

- 

7.2 

14.3 

7.1 

— 

100.0 

14 

Poultry  products 

30.5 

11.9 

27.1 

8.5 

16.9 

1.7 

3.4 

— 

100.0 

59 

Rice 

30.9 

10.9 

36.4 

3.6 

9.1 

3.6 

5.5 

— 

100.0 

55 

Sugar  products 

38.5 

6.1 

29.1 

10.8 

7.7 

3.1 

3.1 

1.5 

100.0 

65 

Tobacco 

17.9 

10.7 

46.4 

7.1 

10.7 

3.6 

— 

3.6 

100.0 

28 

Wool  &  mohair 

96.4 

0.6 

2.4 

0.6 

- 

— 

— 

— 

100.0 

166 

Miscellaneous 

59.0 

18.0 

16.4 

3.3 

3.3 

- 

- 

- 

100.0 

61 

Includes  marketing,  farm  supply,  and  related  service  volume.  Since  most  cooperatives  are  diversified,  annual  business  volume  will 
include  amounts  in  addition  to  that  for  major  products  handled  or  function  performed. 


FIG.  2  -  PERCENTAGE  OF  COOPERATIVES  ACCORDING  TO 
BUSINESS  VOLUME,  1969-1970 
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As  a  result  of  these  and  other  developments  the  proportion  of  all  cooperatives  doing 
under  $1  million  of  business  declined  from  81  percent  in  1955-56  to  62  percent  in 
1969-70.  In  marketing  cooperatives,  the  decline  was  from  75  percent  to  5  3  percent  and 
among  farm  supply  cooperatives  it  was  from  91  percent  to  74  percent. 

In  contrast,  all  cooperatives  in  the  1.0  -  9.9  million  dollar  classification  increased  from 
17  percent  in  1955-56  to  34  percent  in  1969-70.  For  marketing  cooperatives,  the  increase 
was  from  23  percent  to  41  percent  and  for  farm  supply  cooperatives,  from  8  percent  to 
24  percent.  As  would  be  expected,  somewhat  comparable  increases  occurred  for 
associations  in  the  $10  million  to  $20  million  and  in  the  $20  million  and  over 
classifications. 

To  further  analyze  trends  in  the  annual  volume  of  business,  cooperatives  also  were 
classified  as  local  and  regional  associations  (see  footnote  1  of  Table  1 1  for  a  definition  of 
these  terms).  Data  in  this  table  indicate  regional  cooperatives  accounted  for  about  9 
percent  of  all  farmers'  associations.  About  one-third  of  the  regional  cooperatives  did  less 
than  $1  million  of  business.  Another  one-third  did  $1  million  to  $10  million  worth  of 
business.  Less  than  6  percent,  in  turn,  reported  an  annual  volume  of  business  of  $100 
million  or  more. 

The  annual  volume  of  business  of  97  percent  of  all  local  cooperatives  was  less  than  $5 
million.  While  a  larger  proportion  of  local  supply  cooperatives  did  less  than  $5  million  of 
business  annually  (99  percent  as  contrasted  with  about  95  for  marketing  cooperatives), 
regional  farm  supply  cooperatives  were  larger  than  regional  marketing  cooperatives.  For 
instance,  19  percent  were  in  the  $50  million  and  over  classification  compared  with  13  of 
the  marketing  regionals. 

Farmer  Cooperative  Service  also  has  assembled  data  on  additions  and  discontinuances 
of  cooperatives  from  1957  through  1970,  by  selected  types  of  associations.  From  1957  to 
1970  nearly  1,700  additional  cooperatives  were  identified  by  FCS  (Table  12).  This 
included  1,159  marketing  associations,  427  supply  cooperatives,  and  99  related  service 
associations.  During  the  14-year  period,  additions  averaged  120  per  year,  but  were 
between  two  and  three  times  as  great  during  the  three  earliest  years  than  during  the  last 
three  years. 

The  largest  number  of  additions  were  among  dairy  and  fruit  and  vegetable 
cooperatives.  Significant  numbers  also  were  added  for  cotton  and  cotton  products;  grain, 
soybean  and  soybean  meal  and  oil;  and  livestock  associations. 

During  this  same  period  nearly  1,000  cooperatives  were  known  to  have  discontinued 
operations  because  of  reorganization  (Table  13).  These  included  709  marketing  associa- 
tions, 249  farm  supply  cooperatives,  and  7  related  service  associations.  This  represented 
an  average  of  69  associations  a  year. 


Percentage  distribution  of  number  of  marketing,  farm  supply,  and  related  service  cooperatives, 
by  local  and  regional  organizations,  classified  according  to  annual  volume  of  business,  1969-70' 


Type  of  cooperative 

Annual  net  volume 

:              Marketing 

Farm  supply 

Related  service 

Total 

:     Local 

Regional 

:     Local 

:     Regional 

:     Local 

Regional 

Local 

Regional 

_ 

Less  than  $   0.5 

35.0 

21.0 

48.8 

19.4 

96.7 

75.9 

41.4 

23.1 

$  0.5  -    $  0.9 

21.2 

9.0 

27.2 

9.3 

2.0 

13.8 

23.1 

9.2 

$   1.0  -    $  4.9 

38.9 

24.6 

23.0 

25.9 

1.3 

6.9 

32.1 

24.1 

$  5.0  -    $  9.9 

3.3 

9.7 

0.9 

12.0 

— 

— 

2.3 

9.7 

$10.0  -    $24.9 

1.5 

13.0 

0.1 

5.6 

_ 

3.4 

1.0 

11.3 

$25.0  -    $49.9 

0.1 

9.7 

— 

8.3 

— 

— 

0.1 

9.1 

$50.0  -    $99.9 

— 

7.8 

_ 

9.3 

_ 

_ 

_ 

7.7 

$100  million  and  over 

- 

5.2 

- 

10.2 

- 

- 

- 

5.8 

Percent 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Total  Number 

4,310 

524 

2,667 

108 

152 

29 

7,129 

661 

Cooperatives  are  classified  as  local  or  regional,  according  to  organizational  structure.  The  operations  of  local  cooperatives  are  usually 
confined  within  a  county  area  or  less,  although  in  some  cases  they  extend  to  an  area  encompassed  by  a  few  contiguous  counties. 
Local  cooperatives  usually  perform  a  limited  number  of  the  first  steps  involved  in  marketing  and,  in  the  case  of  farm  supply 
associations,  practically  all  sales  are  at  the  retail  level.  Areas  served  by  regional  cooperatives  range  in  scope  from  several  counties 
within  a  State  or  wdthin  bordering  States  to  regionalized  groupings  of  States  or  to  many  States  widely  scattered  throughout  the 
United  States.  Regional  cooperatives  are  organizationally  substructured  as  federated  or  centralized  cooperatives,  or  as  combinations 
of  the  two  types. 
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The  number  that  has  disappeared  has  been  about  twice  as  great  during  the  last  3 
years  as  during  the  first  3  years  (Table  14). 

Yearly  summaries  showing  numbers  organized,  discontinued,  and  disappeared  because 
of  merger  and  consolidation  are  shown  in  Table  14. 


Number  of  Memberships 

A  distinction  should  be  made  between  number  of  memberships  and  number  of 
cooperative  members.  We  estimate  that  five  farmers  out  of  six  are  members  of  one  or 
more  cooperatives.  Also,  a  limited  number  of  rural  non-farm  people  join  farm  supply 
cooperatives  to  obtain  fuel  oil,  fertilizer,  seeds,  and  appliances.  Indications  are  that  on  the 
average  a  cooperative  member  belongs  to  between  two  and  three  associations.  Therefore, 
the  combined  number  of  memberships  far  exceeds  the  number  of  members. 

Total  memberships  increased  from  little  more  than  7  million  in  1950-51  to  a  high  of 
7.7  million  in  1955-56,  and  since  then  have  declined  quite  consistently  until  1969-70 
when  total  memberships  reached  6.4  million  (Table  15).  This  trend  reflects  the  decline  in 
the  number  of  farms,  although  it  has  been  less  pronounced. 

The  index  of  total  memberships  in  1969-70  was  90  compared  with  an  index  of  100  for 
1950-51  and  109  for  1955-56. 

Average  volume  of  cooperative  business  for  this  period  increased  from  about  $1,150  to 
$3,000  per  cooperative  membership,  or  160  percent.  In  this  20-year  period,  a  major 
change  in  the  mix  of  memberships  took  place.  Marketing  memberships  were  1.5  times 
greater  than  supply  memberships  in  1950-51.  They  rose  to  a  high  point  in  the  mid-1950's, 
then  declined  25  percent  to  a  total  fewer  than  supply  memberships  by  1969-70.  Farm 
supply  memberships  increased  through  the  decade  of  the  50's  and  decreased  throughout 
the  60's.  While  supply  memberships  are  down  15  percent  from  the  1964  peak,  the  present 
total  is  about  20  percent  greater  than  20  years  ago.  Memberships  in  related  service 
cooperatives  have  declined  most  severely,  dropping  more  than  70  percent  in  the  two 
decades.  Appendix  Table  F  gives  the  memberships  of  marketing  and  farm  supply 
cooperatives  for  the  period  1925-26  to  1949-50,  inclusive. 


Number  of  additional  cooperarives  identified,  discontinued,  and  removed  because  of  reorganization,  1957-70 


Calendar  year 


Change 

in  status 

Organized 

:           Disappeared  because              : 
:               of  reorganization                ; 

Discontinued 

^^1f 

, 

221 

54 

285 

148 

42 

283 

162 

37 

240 

155 

40 

240 

124 

95 

533 

184 

64 

272 

113 

42 

193 

129 

51 

230 

140 

73 

236 

51 

90 

269 

72 

110 

261 

21 

97 

237 

73 

88 

199 

93 

77 

209 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
Total 


1,686 


965 


3,687 


14-year  average 


120 


69 


263 


Includes  cooperatives  tliat  have  merged  or  consolidated  with  other  cooperatives  and  also  included  in  the  total  discontinued. 

2 

Includes  cooperatives  merged  and  consolidated  with  other  cooperatives,  cooperatives  acquired  by  other  business  organizations,  and 
cooperatives  that  have  gone  out  of  business  for  other  reasons. 
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Number  of  memberships  in  marketing,  farm  supply,  and  related  service  cooperatives,  1950-51  through  1969-70 


Type  of  cooperative 

Period 

= 

Marketing 

Farm  supply 

Related  service            '                    Total 

1  nrtn 

1950-51 

4,118 

2,879 

94                                             7,091 

1951-52 

4,229 

3,033 

102                                          7,364 

1952-53 

4,247 

3,139 

89                                             7,475 

1953-54 

4,273 

3,253 

82                                           7,608 

1954-55 

4,213 

3,323 

68                                             7,604 

1955-56 

4,223 

3,444 

65                                             7,732 

1956-57 

4,122 

3,489 

62                                          7,67  3 

1957-58 

3,880 

3,543 

63                                          7,486 

1958-59 

3,861 

3,644 

54                                          7,559 

1959-60 

3,622 

3,600 

51                                           7,273 

1960-61 

3,473 

3,680 

50                                          7,203 

1961-62 

3,420 

3,635 

44                                          7,099 

1962-63 

3,582 

3,596 

41                                           7,219 

1963-64 

3,613 

3,425 

42                                          7,080 

1964-65 

3,791 

3,251 

40                                          7,082 

1965-66 

3,636 

3,154 

36                                          6,826 

1966-67 

3,299 

3,169 

34                                           6,502 

1967-68 

3,225 

3,187 

33                                           6,445 

1968-69 

3,141 

3,190 

33                                          6,364 

1969-70 

in  the 
for  sel 

3,103 

3,222 

30                                          6,355 

index  of  memberships  of  marketing,  farm  supply, 
ected  periods,  1950-51  through  1969-70  were: 

Changes 

and  related  service 

cooperatives 

i^y/ 

Type 

of  cooperative 

^ 

Period 

Marketing 

[      Farm  su 

pply 

'    Related  service 

Total 

TABLE  15 

1950-51 

100 

100 

100 

100 

1955-56 

103 

120 

69 

109 

1960-61 

84 

128 

53 

102 

1965-66 

88 

110 

38 

96 

1969-70 

75 

112 

32 

90 

Percentages   of   total   cooperative   memberships   accounted  for  by  marketing,  farm 
supply,  and  related  service  cooperatives  for  selected  periods  1950-51  through  1969-70 


were: 


Period 


Type  of  cooperative 


Marketing 


Farm  supply 


Related  service 


Total 


—  Percent  — 

1950-51 

58.1 

40.6 

1.3 

100 

1955-56 

54.6 

44.6 

0.8 

100 

1960-61 

48.2 

51.1 

0.7 

100 

1965-66 

53.3 

46.2 

0.5 

100 

1969-70 

48.8 

50.7 

0.5 

100 

More  detailed  information  on  the  comparative  change  in  memberships  for  the  20-year 
period,  giving  year-to-year  changes  as  well  as  yearly  index  changes  from  the  1950-51  base, 
are  shown  in  Appendix  Table  G. 

Information  on  the  number  of  cooperative  memberships  by  various  types  of 
cooperatives,  classified  according  to  functional  groups  and  type  of  cooperative,  is  shown 
in  Table  16. 
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"Number  of  farmer  cooperative  memberships,  classified  by  functional  group  and  commodity,  selected  periods,  1950-51,  through  1969-70 


:  of  cooperative 

Functional  group  and  typ( 

1950-51 

1955-56 

1960-61 

1965-66 

1969-70 

- 

Number 

of  memberships 

Marketing 

(2) 

Beans  &  peas  (dry  edible) 

6 

10 

8 

5 

Cotton  &  cotton  prod 

ucts 

399 

511 

376 

301 

265 

Dairy  products 

814 

800 

630 

507 

391 

Fruits  &  vegetables 

171 

124 

109 

94 

93 

Grain,  soybeans,  &  so 

ybean  oil  &  meal 

849 

952 

1.050 

1,190 

1,120 

Livestock  &  livestock 

products 

953 

895 

785 

733 

688 

Nuts 

59 

47 

54 

63 

63 

Poultry  products 

117 

116 

85 

48 

30 

Rice 

(2) 

11 

13 

26 

29 

Sugar  products 

(2) 

37 

30 

26 

23 

Tobaccos 

604 

585 

216 

548 

312 

Wool  &  mohair 

98 

119 

102 

76 

67 

Miscellaneous 

- 

54 

20 

13 

16 

17 

Total 

4,118 

4,223 

3,473 

3,636 

3,103 

Farm  supply  -  total 

2,879 

3,444 

3,680 

3,154 

3,222 

Related  service  -  total 

= 

94 

65 

50 

36 

30 

Total  -  all  types 

7,091 

7,732 

7,203 

6,826 

6,355 

Some  duplication  exists  in  these  membership  figures  because  many  farmers  belong  to  more  than  one  cooperative. 
2 

Not  separately  categorized  during  this  period.  Included  in  miscellaneous. 
3 

Member-patrons  of  tobacco  cooperatives  shown.  Number  fluctuates  considerably  from  year  to  year  due  to  changes  in  participation  in 
price  stabilization  programs. 


These  data  show  that  in  1969-70  one-third  of  the  memberships  in  marketing 
cooperatives  is  accounted  for  by  cooperatives  specializing  in  the  handHng  of  grains, 
soybeans  and  soybean  oil  and  meal.  Another  third  is  accounted  for  by  cooperatives 
handling  livestock  and  livestock  products  and  dairy  products.  Other  cooperatives  with 
relatively  large  memberships  are  those  specializing  in  the  handling  of  tobacco  and  cotton 
and  cotton  products. 

Except  for  grain  cooperatives,  which  reported  substantial  increases,  memberships  in 
most  other  marketing  cooperatives  declined  considerably.  Farm  supply  cooperatives 
reported  an  overall  increase.  Comparative  changes  in  cooperative  memberships  on  a 
year-to-year  and  on  a  cumulative  basis  are  shown  in  Appendix  Table  G. 

Data  shown  in  Figure  3  summarizes  the  relationship  of  cooperative  numbers, 
memberships,  and  volume  of  business. 

Net  cooperative  business,  unadjusted  for  changes  in  the  price  level,  has  more  than 
doubled  from  $8.1  billion  in  1950-51  to  $19  billion  in  1969-70.  This  is  an  average 
increase  of  about  7  percent  per  year. 

Trends  in  the  number  of  cooperatives  follow  those  in  other  types  of  business  firms  and 
in  the  decline  of  the  number  of  farms.  The  number  of  cooperatives  declined  from  a  high 
of  10,064  in  1950-51  to  7,790  in  1969-70.  This  is  a  decline  of  slightly  more  than  1 
percent  a  year,  or  23  percent. 

Total  memberships  increased  from  a  little  more  than  seven  million  in  1950-51  to  a 
high  of  7.7  million  in  1955-56.  Since  then  they  have  declined  consistently  until  1969-70 
when  they  were  6.4  million.  This  represents  a  yearly  decline  approaching  2  percent  per 
year  in  memberships  since  the  peak  period. 


Financial  Resources 

Comparatively  little  information  is  available  on  trends  relating  to  the  financial 
resources  of  cooperatives.  Information  presented  in  this  section  draws  heavily  on 
published    data    on    Financial    Characteristics    of    Farmer   Cooperatives   assembled   by 
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Farmer  Cooperative  Service.  Comparisons  made  with  financial  information  on  coopera- 
tives are  reported  in  a  1961-62  study  by  FCS  and  relate  primarily  to  trends  in  the 
financial  position  of  the  100  largest  cooperatives  in  the  United  States.  These  are  firms 
having  the  largest  volumes  of  business  provided  they  had  assets  of  $5  millioh  or  more. 

This  summary  gives  the  total  assets,  net  worth,  net  margins,  and  borrowed  funds  for 
(1)  marketing,  (2)  marketing-farm  supply  (those  cooperatives  reporting  at  least  33 
percent  of  their  annual  volume  in  both  marketing  and  farm  supply  operations),  and  (3) 
farm  supply  cooperatives. 

The  100  largest  cooperatives  included  in  this  report  accounted  for  44  percent  of  the 
total  assets  of  all  marketing,  farm  supply,  and  related  service  cooperatives  in  1962.  They 
also  accounted  for  42  percent  of  volume  and  41  percent  of  net  worth  of  all  cooperatives 
in  1962. 

In  1961-62  in  the  top  100,  net  worth  was  equal  to  52  percent  of  cooperative  assets. 
This  compares  with  39  percent  for  1969-70.  During  the  same  period,  borrowed  funds 
increased  from  29  to  39  percent  of  total  assets. 

Changes  in  selected  financial  characteristics  of  the  100  largest  cooperatives  that  were 
active  in  1961-62  through  1969-70  were: 


Financial 
characteristics 


1961-62 


1969-70 


Total 

percentage 

change 


Average 
annual  compound 
growth  rate 


mmtor 

I  aoiiars 

fere 

em 

Business  volume 
Assets 
Net  viforth 
Borrowed  funds 

7,196 

2,366 

1,239 

677 

11,181 
4,326 
1,692 
1,683 

51 
77 
32 

141 

5 

8 

4 

12 

The  1969-70  annual  business  volume  of  the  largest  100  cooperatives  accounted  for 
about  47  percent  of  the  gross  volume  of  all  cooperatives. 

The  net  worth  of  the  100  largest  cooperative  associations  amounted  to  $1.7  billion,  or 


FIG.  3  --  COOPERATIVE  NUMBERS,  MEMBERSHIPS  AND 
VOLUME  OF  BUSINESS.  1951  THROUGH  1970 
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about  43  percent  of  total  assets.  Net  margins  amounted  to  $253  million  in  1969-70  — 
equal  to  about  5  3  percent  of  the  annual  net  margins  of  all  cooperatives. 

From  1961-62  to  1969-70  the  business  volume  of  the  largest  100  cooperatives 
increased  51  percent;  assets,  77  percent;  net  worth,  32  percent;  and  borrowed  funds,  141 
percent.  This  is  an  average  compound  annual  growth  rate  of  5,  8,  4,  and  12  percent, 
respectively. 

Changes  that  have  occurred  for  selected  financial  characteristics  between  the  periods 
1961-62  and  1969-70  for  a  sample  of  435  cooperatives  (excluding  the  largest  100) 
classified  into  marketing,  marketing-farm  supply,  and  farm  supply  cooperatives  were: 

Financial  Type  of  cooperative 

characteristics  Marketing  :  Marketing-Farm  supply       ■  Farm  supply 

Percent  increase  1969-70  over  1961-62        


Gross  volume 

53 

Assets 

68 

Net  worth 

50 

Borrowed  funds 

153 

35  59 

63  85 

38  50 

170  317 


These  data  show  that  net  business  volume  and  net  worth  had  similar  increases  during 
the  9-year  period  1961-62  through  1969-70.  Except  for  borrowed  funds,  the  marketing- 
farm  supply  cooperatives  showed  the  lowest  increase.  In  all  three  types  of  cooperatives, 
assets  and  borrowed  funds  increased  at  a  substantially  faster  rate  than  business  volume 
and  net  worth. 

Degree  of  Diversification  and  Integration 

While  only  limited  information  is  available  on  the  degree  of  diversification  and 
integration  by  cooperatives,  some  indication  of  the  nature  and  extent  of  such 
developments  can  be  obtained  through  (1)  a  comparison  of  trends  in  the  number  of 
cooperatives  handling  a  product  as  its  major  business  activity  with  those  handling  it  as  a 
subordinated  business  activity;  (2)  a  look  at  trends  in  sideline  operations  of  cooperatives; 
(3)  consideration  of  the  extent  to  which  the  marketing  and  farm  supply  business  of 
cooperatives  is  handled  or  supported  by  regional  cooperatives;  (4)  determination  of 
trends  in  the  proportion  that  net  cooperative  business  is  of  gross  cooperative  business, 
and  (5)  mergers  and  consolidations. 

A  comparison  of  trends  in  the  number  of  cooperatives  handling  a  product  as  its  major 
business  activity  with  the  number  handling  it  as  a  sideline  activity.  Information  in  Table 
17  gives  the  number  of  cooperatives  handling  various  commodities  as  a  major  business 
activity  compared  with  those  handling  it  on  a  sideline  basis  for  the  periods  1950-51, 
1960-61,  and  1969-70.  Overall,  there  is  a  comparatively  little  change  in  the  extent  to  which 
cooperatives  specialize  in  handling  a  given  commodity.  This  is  true  for  marketing 
cooperatives  as  well  as  those  handling  farm  supplies.  However,  some  significant  variations 
occur  for  individual  commodities.  For  instance,  there  was  a  substantial  increase  in  the 
proportion  of  dairy  products,  livestock  and  livestock  products,  fruits  and  vegetables,  and 
wool  and  mohair,  and  various  miscellaneous  crops  handled  by  cooperatives  specializing  in 
handling  these  products.  In  contrast,  the  proportion  of  cotton  and  cotton  products,  grain, 
soybeans,  and  soybean  meal  and  oil,  and  nuts  handled  by  cooperatives  specializing  in 
handling  these  products  declined.  The  proportion  remained  about  the  same  for  the  other 
marketing  cooperatives  and  for  farm  supply  cooperatives. 

Trends  in  sideline  operations. ^  A  distinction  should  be  made  between  the  number  of 
cooperatives  handling  a  given  commodity  and  the  number  of  cooperatives  reporting  such 
activity  as  their  major  business  activity.  (When  a  cooperative  reports  that  50  percent  or 
more  of  the  products  it  handles  is  of  a  given  commodity  or  production  supply  item,  it  is 


2 

In  this  report,  the  term  "sideline"  is  used  to  indicate  a  type  of  business  engaged  in  other  than  the 
major  business  activity.  Among  cooperatives  this  has  most  frequent  application  to  local  cooperative 
elevators  that  in  varying  degrees  market  grain  and  distribute  production  supplies.  In  1969-70,  for 
example,  about  1,750  of  these  elevators  reported  that  at  least  3  3  percent  of  their  total  dollar  volume 
was  accounted  for  by  farm  supply  business.  In  turn,  a  number  of  farm  supply  cooperatives  handle 
grain  as  a  sideline. 
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here  classified  as  that  type  of  a  cooperative.)  Therefore,  the  number  handling  a  product  is 
considerably  greater  than  the  number  reporting  the  handling  of  such  a  product  as  its 
major  activity.  The  difference  in  numbers  between  those  handling  a  product  and  those 
specializing  in  handling  this  product  reflects  those  cooperatives  that  handle  it  as  a 
sideline. 

The  percentage  of  marketing,  farm  supply,  and  related  service  cooperatives  engaging  in 
indicated  sideline  activities  in  addition  to  their  major  function  for  1950-51,  1960-61,  and 
1969-70  were: 


Type  of  cooperative  and 

Period 

its  sideline  activities           : 

1950-51 

1960-61 

1969-70 

— 

Percent 

engaging  in 

indicated 

sideline  activities 

Marketing 

Farm  supply 

60 

65 

70 

Related  service 

49 

64 

73 

Farm  supply 

Marketing 

22 

26 

23 

Related  service 

21 

53 

60 

Related  service 

Marketing 

20 

5 

9 

Farm  supply 

40 

44 

39 

The  preceding  tabulation  shows  that  the  proportion  of  marketing  cooperatives 
handling  farm  supplies  as  a  sideline  increased  from  60  to  70  percent.  However,  the 
proportion  of  related  service  cooperatives  handling  farm  suppHes  remained  substantially 
the  same  with  about  two-fifths  handling  farm  supplies. 

There  was  also  a  greater  tendency  for  marketing  and  farm  supply  cooperatives  to 
expand  into  related  services.  The  proportion  of  marketing  cooperatives  performing 
related  services  increased  from  49  to  73  percent  from  1950-51  through  1969-70,  while 
the  proportion  of  farm  supply  cooperatives  providing  such  services  increased  from  21  to 
60  percent  during  the  same  period. 

In  contrast,  there  was  relatively  little  difference  in  the  extent  of  supplementary 
operations  by  farm  supply  cooperatives  providing  marketing  functions.  In  1950-51,  22 
percent  of  the  farm  supply  cooperatives  marketed  farm  products  and  in  1969-70,  23 
percent  did.  In  contrast,  the  related  service  cooperatives  performing  marketing  functions 
declined  from  20  percent  in  1950-51  to  5  percent  in  1959-60  and  then  increased  to  9 
percent  in  1969-70. 

The  increased  diversification  of  operations  by  cooperatives  reflects  the  interest  of 
cooperative  leaders  in  having  their  cooperatives  provide  a  complete  service  program  —  a 
service  that  covers  not  only  marketing  needs,  but  also  production  supply  and  related 
service  requirements. 

Inter-cooperative  volume  as  a  proportion  of  net  volume  for  farm  products  marketed 
and  farm  supplies  purchased.  A  large  proportion  of  inter-cooperative  business  reflects  the 
volume  of  federated  regional  cooperatives.  Some  measure  of  their  relative  importance  is 
shown  in  the  proportion  that  this  business  is  of  total  cooperative  volume. 

There  was  no  substantial  change  during  the  period,  1950-51  to  1969-70,  in  the 
proportion  that  inter-cooperative  volume  was  of  total  volume  for  marketing  cooperatives. 
However,  during  this  period,  the  proportion  of  grain  and  soybeans  and  the  proportion  of 
cotton  and  cotton  products  increased,  while  the  proportion  of  fruits  and  vegetables 
declined  rather  significantly  as  more  and  more  of  these  associations  engaged  in  processing 
activities. 

Among  farm  supply  cooperatives  there  was  a  significant  increase  in  the  proportion  of 
total  business  accounted  for  by  federated  regionals.  The  proportion  increased  from  45 
percent  in  1950-51  to  57  percent  in  1969-70.  Much  of  the  increase  was  accounted  for  in 
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the  feed  and  fertilizer  business  as  federated  regionals  expanded  their  manufacturing  and 
processing  operations  to  meet  the  needs  of  their  local  members. 

Trends  in  the  percentage  of  gross  cooperative  business  handled  by  regional 
cooperatives.  The  percentage  of  gross  cooperative  business  handled  by  regional 
cooperatives  gives  some  measure  of  the  degree  of  integration  of  cooperative  business.  It 
reflects  to  a  considerable  degree,  for  example,  the  extent  to  which  cooperatives  engage  in 
processing,  manufacturing,  refining,  and  other  related  activities. 

The  proportion  of  gross  cooperative  business  handled  by  regionals  has  increased  for 
marketing,  farm  supply,  and  related  service  cooperatives  during  the  15-year  period 
1955-56  through  1969-70  (Table  18).  The  increase  was  from  62  percent  to  70  percent  for 
all  products  marketed  and  from  48  percent  to  53  percent  for  supplies  purchased. 
Important  increases  were  noted  for  dairy  products,  fruits  and  vegetables,  nuts,  and 
poultry  products  among  the  farm  products  marketed.  In  farm  supplies,  most  significant 
increases  were  for  farm  machinery  and  equipment  and  meats  and  groceries. 


Percentage  of  total  gross  cooperative  business  volume  handled  by  regional  cooperatives  for  farm  products  marketed, 
farm  supplies  purchased,  and  related  services  provided,  selected  periods,  1955-56  through  1969-70 


Functional  group  and  commodity 


1955-56' 


Period 


1960-61 


1965-66 


1969-70 


Products  marketed 

Beans  &  peas  (dry  edible) 

Cotton  &  cotton  products 

Dairy  products 

Fruits  &  vegetables 

Grain,  soybeans,  &  soybean  meal  &  oil 

Livestock  &  livestock  products 

Nuts 

Poultry  products 

Rice 

Sugar  products 

Tobacco 

Wool  &  mohair 

Miscellaneous 

Total 

Farm  supplies  purchased 

Building  materials 
Containers  &  packaging 

supplies 
Farm  machinery  &  equipment 
Feed 
Fertilizer 
Meats  &  groceries 
Petroleum  products 
Seed 

Sprays  &  dusts 
Miscellaneous 

Total 
Related  services  provided 
Total  -  all  business 


78 

fe 

70 

rcent 

76 

71 

74 

72 

70 

76 

66 

68 

72 

75 

56 

59 

63 

69 

38 

41 

47 

45 

87 

87 

89 

88 

72 

84 

93 

96 

51 

60 

61 

73 

69 

76 

73 

74 

100 

100 

100 

100 

100 

100 

100 

100 

79 

74 

73 

76 

32 

10 

14 

24 

62 


52 


64 


55 


67 


48 


70 


49 


65 

64 

71 

80 

43 

45 

49 

56 

48 

48 

47 

49 

54 

58 

60 

58 

19 

23 

31 

45 

47 

46 

50 

54 

44 

46 

46 

45 

48 

47 

52 

54 

48 

53 

54 

54 

48 

50 

51 

53 

(2) 

(2) 

28 

28 

57 


59 


63 


65 


Percentages  would  increase  slightly  if  data  on  service  volume  of  regional  cooperatives  were  available  to  be  included.  Increase  would 
amount  to  less  than  0.5  percent  in  both  periods. 

2 

Not  available. 
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PART  II  INDUSTRY-M^"^ 


Annual  business  volume  data  reported  to  Farmer  Cooperative  Service  by  cooperatives  for 
the  fiscal  years  1950-51  through  1969-70  allow  comparison  of  the  relative  growth  of 
cooperatives  with  the  agricultural  and  general  economy.  Index  figures  developed  for  this 
20-year  period  show  that  the  growth  of  cooperative  marketings  decreased  during  the  last 
5  years  in  relation  to  the  overall  economic  growth,  but  increased  when  compared  with  the 
declining  growth  of  the  overall  agricultural  sector. 

The  index  of  farmers'  purchases  of  supplies  and  equipment  through  cooperatives  also 
declined  in  relation  to  the  growth  of  the  overall  economy,  mainly  during  the  last  6  years. 
However,  this  decline  was  at  a  slower  rate  than  the  decline  in  sales  of  farm  supplies  and 
equipment. 

Annual  Comparative  Indexes 

FCS  statistics  show  a  relatively  steady  increase  in  total  dollar  volume  of  cooperatives 
each  year  since  the  depression  period  of  the  early  1930's.  However,  these  statistics  as 
shown  in  Tables  19  and  20  do  not  readily  reflect  the  position  of  farmer  cooperatives  in 
relation  to  other  parts  of  the  agricultural  economy  or  to  the  economy  as  a  whole.  For  this 
reason,  data  shown  in  Tables  19  and  20  and  graphically  presented  in  Figures  4  and  5 
should  provide  a  better  understanding  of  the  cooperative  business  volume  relative  to 
other  economic  indicators. 

Table  19  shows  a  comparison  of  the  annual  indexes  for  the  adjusted  net  values  of 
products  marketed  cooperatively,  cash  receipts  from  marketings  of  all  farmers,  and  the 
Gross  National  Product  for  the  period  1950-51  through  1969-70.  The  annual  indexes  of 
total  cooperative  marketings  are  based  on  the  20-year  average  for  the  total  cooperative 
marketing  business  amounting  to  $8.9  billion.  Total  marketing  sales  of  cooperatives  have 
been  adjusted  to  eliminate  the  estimated  value  added  by  processing  or  other  handling 
modes  and  thus  make  cooperative  marketing  volume  indexes  more  nearly  comparable 
with  those  for  farmers'  total  cash  receipts. 

Similarly,  the  annual  indexes  of  cash  receipts  of  all  farmers  from  marketings  in  Table 
19  are  percentages  of  the  20-year  average  cash  receipts  figure  of  $35.5  billion  for  all 
farmers.  The  annual  index  figures  for  the  GNP  shown  in  Table  19  were  computed  in  a 
similar  manner. 

Marketing  Indexes 

During  the  20-year  period  covered,  cooperative  marketing  indexes  increased  at  a  faster 
rate  than  those  for  cash  receipts  from  marketings,  but  at  a  slower  rate  than  the  GNP 
(Table  19  and  Figure  4).  For  example,  indexes  for  products  marketed  by  cooperatives 
increased  from  64  in  1950-51  to  146  in  1969-70,  or  82  points.  During  the  same  period, 
indexes  for  cash  receipts  from  marketings  and  for  the  GNP  increased  55  points  and  120 
points,  respectively. 
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Supply  and  Equipment  Indexes 

During  the  20-year  period,  cooperative  sales  of  supply  and  equipment  items  increased 
at  a  slower  rate  than  the  GNP,  but  at  a  faster  rate  than  cash  expenditures  by  all  farmers 
for  supplies  and  equipment  (Table  20  and  Figure  5).  The  growth  rate  of  cooperative 
supply  sales  declined  in  relation  to  growth  of  the  GNP,  but  not  as  much  as  the  growth 
rate  of  farmers'  total  cash  expenditures  for  supplies. 

While  the  growth  rate  of  cooperative  supply  sales  declined  in  relation  to  the  growth 
rate  of  the  GNP  during  the  latter  six  years  of  the  period,  total  sales  volume  of  supplies 
and  equipment  by  cooperatives  continued  to  increase. 


Growth  in  Cooperative  and  Agricultural  Sectors 

Comparisons  of  growth  trends  in  cooperative  marketing  and  cooperative  supply 
volume  show  somewhat  dissimilar  patterns  compared  to  the  GNP.  In  the  marketing  area, 
growth  of  adjusted  cooperative  sales  outpaced  growth  in  farmers'  cash  receipts  during  the 
earliest  years  of  the  period  studied  and  during  the  middle  years,  and  about  matched  it 
during  the  later  years. 

In  the  supply  area,  cooperative  sales  growth  was  quite  similar  to  the  growth  of  farmers' 
total  supply  expenditures  until  the  mid-1960's  when  supply  sales  of  cooperatives  began  to 
show  a  faster  growth  rate. 

Thus,  in  recent  years  trends  in  both  marketing  and  supply  operations  show  improved 
positions  for  farmer  cooperatives  relative  to  total  cash  receipts  of  all  farmers  from 
marketings  and  total  cash  expenditures  of  all  farmers  for  supplies  and  equipment.  It  is 
especially  significant,  however,  that  while  cooperative  growth  kept  pace  with  the  GNP 


Annual  indexes  of  net  value  of  farm  products  marketed  by  farmer  cooperatives,  total  cash  receipts  from  marketings 
of  all  farmers,  and  Gross  National  Product  based  on  the  1950-51  through  1969-70  average  as  lOO' 


Fiscal  year 


Value  of 
products  marketed 
by  cooperative2 


Index  for: 


Cash  receipts 
of  farmers 
from  marketings 


Gross 
National 
Product 


1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 

Average 


64.4 

74.6 

74.5 

74.2 

75.1 

75.8 

81.0 

84.2 

92.1 

94.4 

97.5 

102.8 

109.7 

113.4 

116.5 

123.4 

130.5 

133.6 

136.0 

146.2 


Index 

80.3 

92.7 

91.8 

87.4 

84.1 

83.2 

85.8 

83.8 

94.4 

94.5 

96.3 

99.0 

102.6 

105.5 

105.0 

111.0 

122.1 

120.4 

124.4 

135.7 


53.2 

61.5 

64.9 

68.3 

67.9 

74.3 

78.4 

82.8 

83.1 

90.3 

94.0 

96.9 

103.8 

110.4 

118.2 

128.1 

140.2 

148.4 

161.6 

173.7 


100.0 


100.0 


100.0 


Cooperative  indexes  are  based  on  net  business  volumes  for  associations  with  fiscal  years  ending  between  July  1  and  June  30.  Indexes 
for  total  cash  receipts  and  for  Gross  National  Product  are  based  on  calendar  year  data.  Farmer  marketings  are  larger  in  the  last  half  of 
the  calendar  year.  Therefore,  comparing  the  cooperatives'  fiscal  year  to  the  earlier  calendar  year  gives  the  most  realistic  information. 
Comparison  of  the  1950-51  index  for  cooperatives  is  made  with  the  1950  index  for  all  farmers  and  for  Gross  National  Product  since 
cash  receipts  tend  to  be  on  a  calendar  year  basis. 

2 

Net  value  after  adjustment  for  duplications  arising  from  business  between  cooperatives  and  elimination  of  value  added  operations. 
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Yearly  annual  indexes  of  net  values  of  farm  supplies  and  equipment  obtained  through  cooperatives,  total  cash  expenditures 
of  all  farmers  for  supplies  and  equipment,  and  Gross  National  Product  based  on  the  1950-51  through  1969-70  average  as  100* 


Index  for: 


Fiscal  year 


Farm  supplies  and 

equipment  handled 

by  cooperatives 


Cash  expenditures 

for  farm  supplies 

and  equipment 


Gross 
National 
Product 


1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 

Average 


65.2 

74.3 

78.0 

76.5 

78.3 

79.1 

83.0 

84.6 

91.7 

93.2 

95.7 

99.1 

104.7 

109.5 

112.6 

119.4 

129.2 

137.1 

140.4 

148.5 


Index 

86.5 

85.9 

82.3 

80.6. 

81.3 

80.1 

82.4 

89.4 

93.7 

90.2 

93.7 

99.0 

105.5 

107.7 

110.6 

120.2 

127.2 

123.1 

126.9 

133.7 


57.8 

61.0 

64.2 

63.8 

69.8 

73.6 

77.8 

78.1 

84.8 

88.3 

91.0 

97.5 

103.7 

111.1 

120.3 

131.7 

139.5 

151.8 

163.2 

171.1 


100.0 


100.0 


100.0 


Cooperative  indexes  are  based  on  net  business  volumes  for  associations  with  fiscal  years  ending 
between  July  1  and  June  30.  Indexes  for  total  cash  expenditures  and  for  Gross  National  Product  are 
based  on  calendar  year  data.  For  example,  comparison  of  the  1950-51  index  for  cooperatives  is  made 
with  the  1951  index  for  all  farmers  and  for  Gross  National  Product  because  the  cooperative  supply 
volume  is  handled  to  a  larger  extent  in  1951. 

Net  value  after  adjustment  for  duplications  arising  from  business  between  cooperatives. 


from  1957  through  1964,  it  has  since  fallen  behind  at  an  increasing  rate.  At  the  same 
time,  the  GNP  index  was  rising  at  the  fastest  rate  of  the  20-year  comparison. 

The  trend  figures  do  not  provide  information  on  the  reasons  for  the  improvement  in 
the  position  of  cooperatives,  but  an  analysis  of  annual  data  on  cooperative  business 
volumes  indicate  continuing  efforts  by  cooperatives  to  improve  their  organizational 
structures  and  enlarge  their  operations. 

No  adjustments  for  price  changes  were  made  in  any  of  the  series.  ImpHcit  is  the 
assumption  that  changes  in  price  levels  affect  each  series  similarly.  This  assumption  seems 
quite  reasonable  when  considering  the  two  agriculturally-oriented  indexes,  but  may  be 
less  valid  when  the  GNP  is  considered.  However,  since  the  GNP  index  is  used  primarily  as 
a  base  to  determine  comparative  changes  in  the  other  two,  price  level  biases  may  be  of 
relatively  little  consequence. 

As  mentioned,  the  cooperative  marketing  volume  was  adjusted  to  eliminate  the  value 
added  factor  to  make  it  more  comparable  with  farmers'  total  cash  receipts  for  all 
marketings. 


Updates  Earlier  Report 

Tables  and  charts  presented  bring  up-to-date  similar  trend  information  discussed  in 
FCS  General  Report  110,  "Trends  in  Growth  of  Farmer  Cooperatives,  1950-60,"  and  in 
Reprint  290  from  the  March  1965  News  for  Farmer  Cooperatives,  "Cooperative  Growth 
Trends  Show  Up  Well." 

This  latest  comparison  indicates  that  while  cooperatives  have  made  significant  progress 
in  relation  to  other  segments  of  agriculture  in  performing  marketing  and  purchasing 
functions,  cooperative  growth  in  recent  years  is  lagging  the  growth  of  the  economy  as  a 
whole,  and  at  an  increasing  rate. 
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FIG.  4  -.  GROWTH  TRENDS  OF  COOPERATIVE  MARKETINGS,  CASH  RECEIPTS 
OF  ALL  FARMERS,  AND  GNP,  1951  THROUGH  1970 
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FIG.  5  --GROWTH  TRENDS  OF  SUPPLIES  AND  EQUIPMENT  HANDLED  COOPERATIVELY, 
CASH  EXPENDITURES  OF  ALL  FARMERS,  AND  GNP,  1951  THROUGH  1970 

%  of 
1951-70 

GNP 


150 


125 


100 


75 


Net  value  of  farm  supplies 

and  equipment  handled 

by  cooperatives 


Total  cash  expenditures 

of  all  farmers  for 
supplies  and  equipment 


50 


1970 


1951 


1955 


1959  1963 

Fiscal  year  ending  June  30 


1967 


1971 


30 


"^ 


PART  III  SELECTED  INDUSTRIAL  COMPARISONS 


Comparisons,    to  the  extent  that  data  are  available,   are  made  for  each  of  the  principal 
products  marketed  and  supplies  purchased  through  cooperatives.  First,  industry-wide 
trends  are  briefly  reviewed. 

This  is  followed  by  a  section  on  important  cooperative  trends.  The  four  largest 
cooperatives  handling  each  product  or  supply  item  or  the  four  having  the  largest  business 
in  a  given  product  or  supply  item,  in  terms  of  net  volume  of  sales,  are  then  compared 
with  the  four  largest  business  firms  or  the  four  business  firms  having  the  largest  business 
in  a  given  product  or  supply  item.  These  comparisons  consider  trends  in  total  volume  of 
business,  net  margins,  assets,  and  net  worth. 

These  comparisons  are  for  the  four  largest  cooperatives  and  other  business  firms  during 
a  given  year,  namely,  1960,  1965,  and  1970.  In  other  words,  the  comparisons  are  not 
necessarily  of  the  same  firms  each  year.  Such  factors  as  business  reverses,  mergers,  or 
unusual  internal  growth  could  result  in  changes  in  the  relative  size  of  these  firms  from 
time  to  time. 

It  already  has  been  indicated  that  precise  and  detailed  comparisons  are  not  always 
possible.  In  some  instances,  substitutions  of  firms  were  necessary  because  of  limitations  as 
to  data.  Indications  are  that  sufficient  data  and  information  were  available,  however,  to 
provide  useful  comparisons  of  trends  in  cooperative  development  with  other  corporations 
engaging  in  similar  business  activities  as  part  of  their  overall  operations.  These  will  bring 
into  perspective  not  only  the  volume  of  business,  but  also  the  diversified  lines  of  business 
and  market  services  performed,  the  extent  of  integration,  and  the  nature  of  conglomerate 
operations. 

Comparisons  are  made  in  such  marketing  areas  as  dairy,  livestock,  poultry,  cotton, 
grain,  fruits  and  vegetables,  and  tobacco.  This  is  followed  by  comparisons  for  four  farm 
supply  areas  —  feed,  fertilizer,  petroleum,  pesticides,  and  seed. 
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The  dairy  industry  has  changed  greatly  during  the  past  two  decades.  The  trend  has 
been  toward  large-scale  operations  by  both  plants  and  producers.  At  the  same  time,  the 
number  of  milk  cows  and  the  number  of  farms  reporting  milk  cows  has  declined  sharply. 
Following  record  high  milk  production  in  1964,  the  annual  volume  has  declined  from  127 
billion  pounds  to  117  billion  pounds  —  about  the  same  production  as  for  1950. 

Trends  in  number  of  milk  cows,  farms  selling  whole  milk,  volume  of  milk  products, 
and  volume  sold  to  plants  and  dealers  as  whole  milk,  for  five  year  intervals  1950  through 
1970,  were: 


Year 


Milk  cows 
on  farms  ' 


Milk 
production 


selling 
whole  milk 


Milk  sold 

to  plants  and 

dealers2 


Million 

Billion  pounds 

Thousands 

Billio 

n  pounds 

1950 

24 

117 

1,097 

74 

1955 

24 

123 

934 

91 

1960 

20 

123 

770 

104 

1965 

17 

124 

545 

113 

1970 

13 

117 

330 

110 

January  1 

inventory. 

^Milksold 

as  whole  m 

Ik. 

Dairymen  now  market 
more  than  70  percent  of 
their  milk  through  cooper- 
atives at  the  initial  stage. 
Mergers  have  been  nuyner- 
ous.  Regional  dairy  cooper- 
atives are  now  the  first, 
second,  and  sixth  largest 
cooperatives  in  the  nation. 
Dairylea  milk  comes  from 
Dairylea  Cooperative, 
Inc.,  New  York  City. 


Dairy  herds  are  becoming  larger  and  the  use  of  labor-saving  equipment  on  farms  is 
increasing.  Since  the  mid-1 950's,  there  has  been  an  almost  complete  shift  from  can  to 
bulk  assembly  in  most  fluid  milk  markets.  The  chore  of  milking  has  been  reduced  by  use 
of  pipeline  milkers,  bulk  tanks,  and  automated  feeding  and  cleaning  equipment. 

Fluid  milk  plants  are  being  modernized  to  handle  large  volumes  more  efficiently. 
Methods  of  distribution  are  changing  from  glass  bottles  to  paper  cartons  and  from  home 
delivery  to  wholesale  outlets.  Food  chains  are  moving  into  fluid  milk  packaging,  and 
other  wholesale  outlets  are  insisting  on  milk  packaged  under  their  private  labels.  With 
improved  roads,  both  raw  milk  in  bulk  and  packaged  milk  products  can  be  readily 
transported  over  wider  areas. 

Manufacturing  plants  are  being  modernized  to  handle  larger  volumes  of  milk  and 
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cream  more  efficiently.  They  are  also  developing  new  products  and  new  techniques  for 
handling  existing  products.  The  assembly  of  non-Grade  A  milk  is  being  shifted  from  can 
to  bulk,  permitting  feasible  delivery  to  fewer  plants. 

The  decline  in  number  of  plants  processing  selected  dairy  products  between  1948  and 
1970  is  shown  in  the  following  tabulation: 


Year 

Butter 

American 
:         cheese 

:    Evaporated 
milk  1/ 

Nonfat 
dry  milk 

Fluid  milk 
products 

, 

1948 

3,224 

1,749 

137 

435 

19,711 

1957 

2,062 

1,194 

85 

456 

- 

1963 

1,321 

924 

63 

406 

^  5,597 

1968 

818 

750 

49 

272 

— 

1970 

619 

670 

42 

219 

- 

Unskimmed,  case  goods 
January  1965  data. 

During  this  period,  the  number  of  plants  making  butter  declined  almost  80  percent. 
Also,  the  number  of  plants  processing  fluid  milk  declined  72  percent. 

With  fewer  plants,  the  average  output  per  plant  has  generally  increased  sharply. 
Evaporated  milk  plants  were  an  exception.  They  made  moderate  increases  in  size,  but 
since  the  late  1950's  have  maintained  a  relatively  constant  average  volume. 

Average  volume  of  selected  products  processed  per  plant,  1948,  1957,  1963,  1968, 
and  1970  was: 


Year 

Butter 

American 

cheese              : 

Evaporated 
milk 

Nonfat 
dry  milk 

„,            J 

J 

1948 
1957 
1963 
1968 
1970 

375 
685 

1,074 
1,423 
1,836 

486 

853 

1,200 

1,701 

2,128 

24,693 
28,796 
30,116 
27,754 
22,998 

1,567 
3,679 
5,164 
5,899 
6,588 

Milk  at  the  farm  is  divided  into  two  grades  —  Grade  A  and  manufacturing  grade.  Grade 
A  milk  is  produced  under  strict  sanitary  conditions  of  a  Grade  A  milk  inspecting  program. 
While  production  requirements  for  marketing  manufacturing  grade  milk  are  less 
demanding,  the  trend  is  toward  higher  standards  approaching  those  of  Grade  A  milk. 
Estimates  indicate  that  the  percentage  of  milk  sold  to  plants  and  dealers  as  Grade  A  has 
increased  from  67  percent  in  1960  to  69  percent  in  1965  and  74  percent  in  1970. 

Purchases  of  Grade  A  milk  by  plants  and  dealers  are  generally  made  at  prices  according 
to  use  made  of  milk.  The  higher  class  I  price  is  paid  for  milk  used  in  certain  fluid  milk 
products.  A  lower  price  at  about  the  level  for  manufacturing  grade  milk  is  paid  for  Grade 
A  milk  used  in  producing  manufactured  milk  products.  Generally  farmers  are  paid  a 
market-wide  pool  price  based  on  milk  utilization. 

Trends  in  prices  paid  for  specified  uses  and  grades  of  milk,  3.5  percent  fat  basis  and 
cash  receipts  for  milk  sold  to  plants  and  dealers,  for  five  year  intervals,  1950  through 
1970,  were: 


Year 

:        Class  I 

:  Grade  a' 

:   Manufactur- 

:      All  milk' 

Cash 

(fluid  use) 

ing  grade  1 

:        receipts 

—      Dollars  per 

hundredweight  — 

Billion  dollars 

1950 

4.86 

4.06 

2.85 

3.59 

2.89 

1955 

5.19 

4.30 

2.94 

3.81 

3.64 

1960 

5.48 

4.52 

3.07 

4.04 

4.37 

1965 

5.39 

4.48 

3.21 

4.09 

4.77 

1970 

6.94 

5.92 

4.56 

5.55 

6.30 

Adjusted  by  butterfat  differential  based  on  92-score  butter  price,  Chicago 
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Both  producer  prices  and  cash  receipt  have  varied  inversely  with  milk  production. 

Trends  in  the  value  of  dairy  products  shipped  by  manufacturing  establishments  has 
been  generally  upward.  An  exception  is  butter  which  fluctuated  up  and  down  between 
1954  and  1967.  The  largest  increases  in  value  of  products  shipped  were  in  cheese  and  dry 
milk  products. 

Data  on  these  products,  however,  include  shipments  made  between  establishments. 
Large  amounts  of  cheese  and  dry  milk  products  are  shipped  from  the  initial 
manufacturing  plant  to  other  plants  for  further  processing.  Assuming  that  the  value  of 
dairy  products  shipped  from  dairy  plants  was  50  percent  greater  than  the  cash  receipts  to 
farmers  for  milk  and  cream  marketed,  then  the  interestablishment  shipments  for  1967 
would  approximate  $3  billion.  Amounts  for  earlier  years  would  be  less. 

Details  as  to  value  of  product  groups  shipped  by  all  manufacturing  estabhshments  for 
selected  periods  1954  through  1967  were: 


Product  group 

1954 

1958 

1963         : 

1965 

1967 

Million  dollars 

820 
1,070 

600 

504 
1,210 
6,017 

Creamery  butter 

Cheese,  natural  &  processed 

Condensed  &  evaporated  milk 

Dry  milk  products 

Ice  cream  and  ices 

Fluid  milk  &  related  products 

859 
702 
560 
317 
954 
4,315 

802 
762 

557 

421 

1,138 

5,577 

768 

1,172 

636 

549 

1,264 

6,156 

836 

1,534 

791 

632 

1,274 

6,603 

Total 

7,707 

9,257 

10,221 

10,545 

11,670 

Cooperative  trends 

A  total  of  956  farmer  cooperatives  had  gross  dairy  sales  of  about  $6.1  billion  and  net 
sales  (after  eliminating  intercooperative  business)  of  $5.1  billion  in  1969-70.  Net  sales  of 
dairy  products  by  cooperatives  have  increased  165  percent  from  1950-51,  when  they 
totaled  $1.9  billion. 

The  number  of  cooperatives  that  primarily  market  dairy  products  and  periodic  sales  of 
all  dairy  products  by  cooperatives,  for  selected  intervals  1950-51  through  1969-70,  were: 


Period 

Number  of 
cooperatives 

:                Gross 

sales                   : 

Net 
sales 

t^ir   „  J    ;; 

1950-51 
1955-56 
1960-61 
1965-66 
1969-70 

1,928 
1,762 
1,500 
1.226 
956 

2,299 
3,033 
3,893 
4,868 
6,062 

1,934 
2,543 
3,243 
3,833 
5,126 

Change: 

1950-51  to  1969-70 

-50 

____ 

Percent 

+164 

+165 

Cooperatives  increased  the  volume  of  raw  whole  milk  handled  either  by  physical 
receipt  or  by  bargaining  transactions  from  58  billion  pounds  in  1957  to  76  billion  pounds 
in  1964.  In  terms  of  share  of  the  market  they  handled  59  percent  of  all  milk  sold  to 
plants  and  dealers  in  1957  and  67  percent  in  1964.  Estimates  indicate  that  cooperatives 
now  may  handle  around  74  percent  of  the  total  supply.  In  the  Grade  A  sector,  they 
handle  about  85  percent.  Only  about  40  percent  of  the  manufacturing  grade  milk  is 
marketed  by  cooperatives. 

In  1964,  almost  60  percent  of  the  milk  handled  by  cooperatives  was  sold  as  raw  whole 
milk  to  other  business  corporations.  Much  of  the  milk  was  delivered  directly  from  farms 
to  the  various  market  outlets. 

With  the  shift  to  bulk  assembly  of  Grade  A  milk,  dairy  cooperatives  have  greatly 
expanded  supply  servides  to  fluid  milk  plants.  They  have  increasingly  assumed 
responsibility  for  handling  surplus  Grade  A,  assuring  deliveries  of  high  quality  milk  to 
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fluid  milk  plants  according  to  their  need,  and  for  directing  the  movement  of  milk  to 
minimize  milk  hauling  costs. 

Interest  in  restructuring  dairy  cooperatives  to  deal  more  effectively  with  their 
marketing  problems  intensified  during  the  1960's.  A  wave  of  dairy  cooperative  mergers 
and  consolidations  began  in  the  mid-1 960's  and  continues  at  a  modest  rate.  Much  of  the 
merger  movement  has  been  directed  toward  obtaining  a  continuing  market  for  Grade  A 
milk,  Entry  of  food  chains  into  fluid  milk  processing  and  the  restructuring  of  fluid  milk 
operations  by  multi-market  firms  have  increased  the  need  for  changes  in  the  structure  of 
dairy  cooperatives  for  an  efficient  and  effective  marketing  program. 

New  technology  has  made  many  small  cooperative  milk  manufacturing  plants  obsolete. 
Also,  much  larger  volumes  are  needed  for  the  new  modern  plants. 

In  late  1969,  small  butter  and  milk  drying  plants  faced  increased  problems  from 
competitive  milk  prices  rising  above  their  ability  to  pay.  The  market  place  has  generally 
continued  to  establish  cheese  prices  that  permit  efficient  cheese  plants  to  be  price  leaders 
in  obtaining  milk  supplies. 

Only  recently  have  dairy  cooperatives  devoted  attention  to  expansion  into  cheese 
production.  In  1964,  cooperatives  accounted  for  only  about  20  percent  of  the  nation's 
cheese  production.  On  the  other  hand,  they  produced  about  75  percent  of  the  nation's 
dry  milk  products  and  65  percent  of  total  butter  production. 

Cooperatives  have  not  generally  been  effective  in  packaging  and  distributing  fluid  milk 
and  related  products.  In  1964,  they  accounted  for  less  than  10  percent  of  the  total 
volume.  Estimates  indicate  that  their  share  has  since  declined. 


Comparison  of  the  Four  Largest  Dairy  Cooperatives 
With  the  Four  Largest  Other  Businesses  HandUng  Dairy  Products 

Three  periods  were  selected  for  making  comparisons,  fiscal  years  1960,  1965,  and 
1970.  For  the  dairy  cooperatives,  the  same  four  were  included  in  1960  and  1965  and  two 
of  these  were  included  in  1970.  The  other  two  used  in  1970  were  created  after  1965  by 
consolidations.  The  same  large  dairy  firms  were  included  in  the  four  largest,  based  on 
total  dollar  sales,  during  each  of  the  three  periods. 

Data  were  not  available  for  making  direct  comparisons  of  the  sales  of  dairy  procucts  of 
the  two  groups.  We  estimated,  however,  that  in  1960,  dairy  product  sales  for  the  four 
other  business  firms  amounted  to  about  three-fourths  of  their  total  sales.  By  1970,  dairy 
product  sales  were  about  half  of  their  total  sales.  This  change  in  product  mix  has  been 
brought  about  through  diversification  into  other  industries.  For  one  firm  the  percentage 
of  dairy  product  sales  declined  almost  one-half  during  the  1960-70  period. 

Although  the  four  large  dairy  cooperatives  are  highly  specialized  in  dairy  marketing, 
there  was  some  movement  toward  a  more  diversified  program.  Between  1960  and  1970, 
dairy  product  sales  as  a  percentage  of  total  sales  declined  from  95  percent  to  about  90 
percent.  For  both  the  cooperatives  and  other  large  business  firms  the  greatest  change 
toward  diversification  occurred  during  the  1965-70  period. 

Total  Sales 

Total  sales  of  all  products  for  the  four  largest  dairy  cooperatives  and  the  four  other 
business  firms  having  the  largest  dairy  business  during  selected  years  were: 

Year  •  Four  Four  other  Cooperatives  as  a  percent 

'  cooperatives  [  businesses  of  other  businesses 

Million  dollars Percent 

1960  584  3,484  16.8 

1965  750  4,624  16.2 

1970  2,049  7,208  28.4 


Percent 

Change: 

1960  -   1970  251  107 
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While  dairy  cooperative  sales  increased  251  percent  from  1960  through  1970 
compared  with  107  percent  by  the  other  dairy  firms,  the  absolute  increases  were  about 
$1.5  billion  by  the  four  cooperatives  and  $3.7  billion  by  the  four  other  dairy  firms.  The 
cooperatives'  volume  was  equal  to  28  percent  of  that  of  the  other  business  corporations 
in  1970  and  17  percent  in  1960. 

While  the  other  business  firms  having  the  largest  dairy  business  have  expanded  their 
sales  largely  in  non-dairy  industries,  the  cooperatives  have  concentrated  on  a  restructuring 
of  their  dairy  operations.  In  both  1960  and  1965  the  four  large  dairy  cooperatives 
accounted  for  15  to  20  percent  of  total  sales  for  all  dairy  cooperatives.  By  1970  their 
share  of  all  dairy  cooperative  sales  had  reached  35  to  40  percent. 

While  the  four  large  cooperatives  have  operated  dairy  plants  to  produce  the  major 
dairy  products,  their  sales  of  raw  whole  milk  to  other  business  firms  is  estimated  at  about 
half  of  the  total  volume  handled.  Thus,  the  value  of  their  dairy  products  shipped  from 
manufacturing  and  processing  plants  would  be  about  one-fourth  of  the  value  of  such 
shipments  by  the  four  other  dairy  business  firms. 

Assets 

Trends  in  assets  of  the  four  largest  dairy  cooperatives  and  four  other  business  firms 
having  the  largest  dairy  business  were: 


Year 

Four 
cooperatives 

Four  other 
businesses 

.     Cooperatives  as  a  percent 
'          of  other  businesses 

-    Million 

dollars 



-     Percent 

1960 

126 

1,361 

9.3 

1965 

150 

2,056 

7.3 

1970 

493 

3,391 



14.5 

Change 

1960- 

1970 

290 

149 

- 

From  1960  through  1965,  the  four  other  dairy  business  firms  increased  their  assets  by 
51  percent  compared  with  19  percent  for  the  four  large  dairy  cooperatives.  During  the 
next  five  years,  the  four  other  dairy  business  firms  further  increased  their  assets  by  65 
percent.  At  the  same  time,  a  restructuring  of  dairy  cooperatives  created  four  large 
organizations  with  assets  229  percent  greater  than  those  for  the  four  largest  cooperatives 
in  1965.  Even  so,  their  1970  assets  were  only  14.5  percent  of  those  of  the  four  business 
firms. 

Net  Worth 

Trends  in  the  net  worth  of  the  four  largest  dairy  cooperatives  and  the  four  business 
firms  having  the  largest  dairy  business  were: 

Year  :  Four  Four  other  .    Cooperatives  as  a  percent 

cooperatives  businesses  of  other  businesses 

Million  dollars Percent 


1960  71  904  7.8 

1965  83  1,375  6.1 

1970  214  2,017  10.6 

Percent 

Change: 

1960  -  1970 203 123 - 

Trends  in  net  worth  for  the  four  dairy  business  firms  and  the  four  dairy  cooperatives 
are  similar  to  their  trends  in  assets.  During  the  1960  through  1965  period,  the  other  dairy 
firms  outgrew  the  cooperatives  by  increases  of  52  percent  compared  with  18  percent. 
During  the  next  five  years,  the  other  dairy  firms  grew  by  46  percent  while  the  four  largest 
dairy  cooperatives  in  1970  had  net  worth  that  was  157  percent  larger  than  their  net 
worth  in  1965. 
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Summary  Observations 


1.  Milk  marketing  is  unique  in  that  there  must  be  a  continuing  market  for  a  flow  of 
product.  The  daily  (or  every  other  day)  quantities  are  so  small  that  few  farmers  can 
afford  a  separate  milk  hauling  arrangement.  Thus,  dairy  farmers  generally  find  that  some 
degree  of  cooperation  with  others  is  a  marketing  necessity. 

2.  Present  technology  has  rendered  many  cooperative  dairy  plants  obsolete.  A  new 
cooperative  structure  is  needed  if  they  are  to  implement  new  technology  and  adequately 
serve  the  market  place. 

3.  Other  dairy  firms  are  implementing  new  technology  in  a  restructured  plant  system. 

4.  Movement  of  food  chains  into  fluid  milk  packaging  and  expanded  use  of  private 
label  distribution  by  others  has  altered  the  market  outlook  of  dairy  firms  and  resulted  in 
changes  in  their  marketing  strategy. 

5.  The  large  dairy  firms  other  than  cooperatives  are  moving  increasingly  into 
non-dairy  industries. 

6.  Growth  of  the  large  dairy  cooperatives  has  been  mainly  through  mergers  with  other 
dairy  cooperatives.  The  resulting  structure  is  favorable  for  implementing  new  technology 
and  for  developing  a  more  efficient  milk  marketing  program. 

7.  Cooperative  expansion  into  areas  formerly  served  by  other  dairy  firms  has  resulted 
largely  out  of  marketing  necessity  because  the  firms  wished  to  terminate  their  operations. 
Examples  include  the  handling  of  surplus  milk  in  many  markets  where  expected  margins 
on  these  operations  were  no  longer  attractive  to  other  business  firms. 

8.  The  major  volume  of  milk  processed  by  dairy  cooperatives  goes  into  low  margin 
products  such  as  butter  and  powder,  rather  than  into  fluid  milk  products  and  related 
items. 


Farmers  are  paying  increas- 
ing attention  to  consumers' 
food  preferences  and  are 
beginning  to  build  facilities 
to  develop  and  test  con- 
sumer products.  This  func- 
tional showplace  test  kitch- 
en is  part  of  the  headquar- 
ters of  Land  O'Lakes,  Inc., 
Minneapolis.  It  includes 
convection,  microwave, 
and  conventional  ovens. 
Professional  home  econo- 
mists head  departments  of 
sensory  evaluation,  con- 
sumer market,  and  food- 
service  market.  Land 
O  'Lakes  now  distributes 
more  than  450  styles  and 
varieties  of  dairy  and  poul- 
try products.  In  1972,  it 
began  manufacturing  and 
marketing     oleomargarine. 
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Farmland  Foods,  Inc.,  a 
subsidiary  of  Farmland 
Industries,  Inc.,  Kansas 
City,  Mo.,  is  the  largest 
cooperative  meat  packer  in 
the  nation.  Products  are 
primarily  pork  and  beef.  A 
new  plant  opened  in  1972 
to  produce  canned  and 
specialty  meat  products, 
such  as  luncheon  loafs. 


Livestock  is  the  most  important  source  of  cash  receipts  from  farm  marketings  for 
American  farmers. 

Cash  receipts  from  livestock  and  comparisons  with  cash  receipts  from  Hvestock  and 
Hvestock  products  and  all  farm  products  for  selected  periods  1950  through  1970  were: 


Cash  receipts  from 

:  Percentage  that  1 

ivestock  was  of 

Year 

:  Livestock           : 

All 

Livestock  and 

All 

:     Livestock 

:  and  livestock     : 

farm 

livestock 

:     farm 

:      products         : 

products 

products 

'■  products 

Millio 

n  dollars  —  —  —  — 

_  _  _ 

— Percent —  — 

1950 

9,281 

16,105 

28,461 

58 

33 

1955 

8,255 

15,967 

29,490 

52 

28 

1960 

10,598 

18,946 

34,154 

56 

31 

1965 

12,964 

21,958 

39,250 

59 

33 

1970 

18,497 

29,595 

49,231 

63 
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Since  1950,  the  sales  values  of  cattle  and  calves,  hogs,  and  sheep  and  lambs  have 
increased  from  about  $9.3  billion  to  $18.5  billion.  In  1970  cattle  and  calves  accounted 
for  72  percent  of  volume;  hogs,  26  percent;  and  sheep  and  lambs  less  than  2  percent. 
Livestock  sales  increased  from  1950  through  1970  relative  to  sales  of  livestock  and 
livestock  products  and  all  farm  products.  The  increase  was  from  58  percent  to  63  percent 
and  from  33  percent  to  38  percent,  respectively. 

Cooperative  Trends 

During  the  past  20  years,  (1)  the  number  of  cooperatives  handling  livestock  has 
declined  about  28  percent,  (2)  dollar  volume  of  business  is  up  63  percent,  and  (3)  the 
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estimated  percent  of  the  total  livestock  business  handled  by  cooperatives  has  declined 
from  14  percent  in  1950-51  to  11  percent  in  1969-70. 

Cooperative  livestock  trends  for  selected  periods,  1950-51  through  1969-70  were: 


Period 


Cooperative 


Associations 


Volume  of 
business 


Estimated  percent  of 

business  through 

cooperatives 


1950-51 
1955-56 
1960-61 
1965-66 
1969-70 


Number 

—  Million  dollars 

755 

1,322 

615 

1,180 

532 

1,434 

469 

1,678 

546 

2,154 

Percent  

16 
14 
14 
13 
11 


Memberships  in  cooperatives  specializing  in  handling  livestock  declined  about  30 
percent.  While  data  are  not  available  for  comparable  years,  the  census  indicates  that 
number  of  farmers  marketing  cattle,  hogs,  and  sheep  in  1964  was  87  percent,  74  percent, 
and  92  percent,  respectively,  of  1954  numbers. 

As  of  1969-70,  about  80  percent  of  all  livestock  associations  had  an  annual  business 
volume  of  less  than  $1  million  and  95  percent  did  less  than  $10  miUion  annually.  Also, 
during  the  period  1950-51  to  1969-70,  the  percentage  of  total  business  volume  of 
marketing,  supply,  and  related  service  cooperatives  accounted  for  by  livestock  coopera- 
tives declined  from  about  16  percent  to  11  percent. 

Comparatively  little  integration  or  diversification  has  taken  place  in  livestock 
cooperatives.  Principal  emphasis  has  been  on  the  sale  of  live  animals  to  meat  packers  and 
others.  This  is  accomplished  through  a  combination  of  sales  activities,  including  sales  at 
terminal  markets,  operation  of  livestock  auctions,  order-buying  and  order-selling,  and,  to 
a  limited  extent,  management  of  feedlots.  In  varying  degrees,  these  cooperatives  also 
engage  in  order-buying  services  and  in  some  instances  have  established  finance  or  credit 
corporations  to  support  the  buying  of  feeder  stock  for  members. 

Three  of  the  large  cooperatives  engage  in  livestock  slaughtering.  These  operations 
primarily  are  in  hog  slaughtering  where  cooperatives  account  for  about  3  percent  of  the 
total  kill. 

The  number  of  specialized  livestock  cooperatives,  their  membership,  and  the 
percentage  that  this  number  of  cooperatives  was  of  the  total  number  handling  livestock 
for  selected  periods,  1950-51  through  1969-70  follow: 


Period 


Livestock  cooperatives 


Total 


Memberships 


Percen 


rcentage  of  cooperatives 
specializing  to  those 
handling  livestock 


1950-51 
1955-56 
1960-61 
1965-66 
1969-70 


Number 

Thousands 

Percent    — 

538 

953 

71 

494 

895 

80 

456 

785 

86 

419 

733 

89 

510 

688 

93 

Comparison  of  the  Four  Largest  Livestock  Cooperatives 
With  the  Four  Other  Businesses  Having  the  Largest  Meat  Packing  Business 

Only  limited  information  is  available  on  the  operations  of  the  largest  cooperatives  and 
largest  meat  packers  for  selected  periods. 

The  cooperatives  are  engaged  in  the  assembling  of  live  animals  for  sale  to  packing 
plants  and  others,  whereas  the  other  business  firms  are  highly  integrated  and  diversified 
conglomerates    that    perform    livestock    packing    as    one    of    many   enterprises.    Some 
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information  is  available,   however,  that  will  help  to  bring  into  perspective  important 
features  of  each  segment  of  the  livestock  industry. 

Comparison  of  domestic  livestock  purchases  of  the  four  largest  livestock  packers  with 
the  sales  volume  of  the  four  largest  cooperatives,  1960,  1965,  and  1970  was: 


Year 


Four  cooperatives 


Sales 
volume 


Percent 
of  1960 
volume 


Percent  of 

domestic  purchases 

of  packers 


Four  meat  packers 


Volume 
(domestic 
Purchases) 


Percent 
of  1960 
volume 


Million  dollars 


Percent Million  dollars      Percent 


1960 
1965 
1970 


628 
759 
853 


100 
121 
136 


23 
26 

24 


2,608 

2,975 
3,592 


100 

111 

134 


These  data  show  that  during  the  decade  domestic  livestock  purchases  have  increased 
34  percent  by  the  four  other  business  firms  having  the  largest  meat  packing  business 
compared  with  a  36  percent  increase  in  the  livestock  handled  by  the  four  largest 
cooperatives.  During  the  same  period,  the  volume  of  the  four  largest  livestock 
cooperatives  has  been  equal  to  23  to  26  percent  of  the  domestic  purchases  of  the  four 
largest  packers. 

A  further  indication  of  the  economic  strength  of  the  four  largest  firms  engaged  in  meat 
packing  is  found  by  examination  of  operating  data  for  1970.  For  instance,  sales  totaled 
$11  biUion,  about  50  percent  of  which  was  accounted  for  by  the  sale  of  meat  products. 
Total  value  of  plants  was  more  than  $2  billion.  Net  worth  was  more  than  $800  million,  a 
sum  nearly  equal  to  the  total  sales  of  the  four  largest  cooperative  associations.  Net 
income,  in  turn,  amounted  to  nearly  $40  million.  However,  three  firms  reported  total  net 
income  of  around  $90  million,  while  one  reported  a  net  loss  of  about  $50  million. 

The  following  observations  are  gleaned  from  various  financial  summaries.  They  give 
some  indication  of  the  highly  integrated  and  complex  operation  of  some  of  the  other 
business  firms  presently  engaged  in  meat  packing  operations. 

One  firm  is  reported  to  have  closed  down  more  than  200  marginal  operations  within 
the  past  three  years.  At  the  same  time,  it  has  invested  some  $60  million  in  new  food 
processing  facilities  and  has  committed  twice  that  amount  for  acquisitions  of  new 
businesses,  including  an  independent  oil  and  gas  exploration  enterprise.  It  is  reported  that 
in  1970  foods  accounted  for  nearly  80  percent  of  sales;  chemical  and  industrial  products, 
and  petroleum  made  up  the  remaining.  In  addition,  life  insurance  in  force  by  one  of  its 
subsidiaries  is  more  than  $1  billion.  This  firm  also  operates  a  number  of  foreign  meat 
processing  and  distribution  facilities. 

One  conglomerate  engaged  in  meat  packing  indicates  that  as  of  1970  about  60  percent 
of  its  income  was  accounted  for  by  its  food  operations.  Transportation  accounted  for 
about  half  of  the  remainder;  grocery  and  pharmaceutical  items,  industrial  and 
construction  equipment,  financial  institutions,  and  services  accounted  for  the  rest.  This 
conglomerate  is  the  holding  company  for  more  than  100  subsidiaries  and  in  1970  was 
ranked  among  the  nation's  top  30  industrial  business  enterprises. 

The  conglomerate  that  ranks  third  among  the  nation's  big  four  livestock  packing  firms 
in  1970  is  reported  to  have  a  distribution  of  sales  among  important  products  as  follows.- 
meat  foods,  about  40  percent,  and  steel  and  aerospace  devices  much  of  the  remainder. 
The  firm  presently  is  reported  to  be  in  the  process  of  divesting  itself  from  a  major  airline. 

The  conglomerate  that  ranks  as  the  nation's  fourth  largest  meat  packer  also  is  reported 
to  engage  in  businesses  ranging  from  fruits  and  vegetables  to  meats  and  dairy  products. 
Operations  of  this  conglomerate's  meat  packing  enterprise  accounted  for  about  20 
percent  of  its  income  in  1970. 
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Summary  Observations 

1.  The  relative  position  of  livestock  as  a  source  of  cash  farm  receipts  declined  from 
1950  through  1955.  Since  then  it  has  increased  substantially.  From  1955  through  1970 
the  percentage  that  cash  receipts  from  livestock  was  of  total  cash  receipts  from  livestock 
and  livestock  products  increased  from  52  percent  to  63  percent.  During  the  same  period, 
the  proportion  that  cash  receipts  from  livestock  was  of  all  farm  products  increased  from 
28  percent  to  38  percent. 

2.  While  cooperative  livestock  sales  increased  slightly  more  than  60  percent  from 
1950-51  through  1969-70,  the  percentage  that  these  sales  were  of  total  cash  receipts  from 
livestock  declined  from  14  percent  to  11  percent  during  the  period.  The  number  of 
cooperatives  handling  livestock  also  declined  from  755  to  546,  or  about  28  percent 
during  this  same  period.  Likewise,  memberships  in  cooperatives  specializing  in  the 
handling  of  livestock  declined  about  30  percent  since  1950-51,  while  the  number  of 
farmers  marketing  livestock  declined  an  estimated  45  to  50  percent  during  this  period. 

3.  Comparisons  of  the  four  largest  cooperatives  with  the  four  businesses  having  the 
largest  meat  packing  business  emphasizes  the  following: 

a.  Cooperatives  have  remained  quite  specialized  and  largely  perform  simple  marketing 
services  of  assembling  live  animals  and  arranging  for  terms  of  sale. 

b.  In  contrast,  the  livestock  packing  industry  has  become  a  highly  integrated  and 
diversified  operation  largely  under  the  control  of  large  conglomerate  business 
enterprises.  For  instance,  in  1970  the  four  business  corporations  having  the  largest 
meat  packing  business  reported  sales  of  more  than  $11  billion,  about  half  of  which  was 
accounted  for  by  livestock.  These  firms  engage  in  a  wide  variety  of  other  types  of 
business  operations  including  transportation,  insurance,  finance,  as  well  as  the 
manufacture  and  sale  of  electronic  devices,  steel,  ferrous  metals,  grocery,  chemical, 
and  pharmaceutical  items. 

c.  Further  indication  of  the  financial  resources  of  these  firms  is  indicated  by  the  fact 
that  their  plants  are  valued  at  more  than  $2  billion  and  their  net  worth  at  more  than 
$800  million.  This  latter  item  is  nearly  equal  to  the  annual  volume  of  business 
reported  by  the  four  largest  cooperatives. 

d.  The  diversification  and  integration  that  characterizes  the  operations  of  the  four 
other  business  firms  having  the  largest  meat  packing  business  gives  them  substantial 
market  power  and  appreciable  financial  stability.  They  are  in  a  position,  for  example, 
to  offset  unsatisfactory  operations  in  some  enterprises  with  successful  operations  in 
others.  Moreover,  their  net  income,  capital  funds,  and  ready  access  to  capital  markets 
make  it  possible  for  them  to  mobilize  resources  for  adding  new  business  ventures. 


Whether  catfish  can  be 
considered  livestock  may 
be  a  moot  point.  Neverthe- 
less, farm-grown  catfish  is  a 
rapidly  expanding  indus- 
try.  Gold  Kist  Inc., 
Atlanta,  is  the  leading  co- 
operative marketer. 
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Cooperatives  have  integra- 
ted as  far  forward  as  the 
ready-to-eat  frozen  fried 
chicken  (as  shown  opposite 
page  1)  and  as  far  back  as 
poultry  house  design  and 
feed  research.  The  laying 
house  above,  designed  by 
Agway  Inc.,  Syracuse, 
N.Y.,  has  a  high  degree  of 
automation.  Eggs  are 
handled  automatically  at 
one  end  of  the  house.  A 
tram  travels  the  full  length 
to  enable  workmen  to 
check  each  cage  directly. 
Chicks  grow  in  batteries  at 
a  research  laboratory  to 
test  the  efficiency  of  grow- 
ing rations. 


Coordination  or  vertical  integration  along  with  a  shift  to  large-scale,  specialized 
production  units,  have  in  recent  years  characterized  the  expansion  that  has  taken  place  in 
the  poultry  industry.  The  blueprint  for  this  production-marketing  approach  was 
developed  in  the  broiler  industry.  The  resulting  major  structural  change  shifted  broiler 
production  decisions  off  the  farm.  These  production  complexes  are  also  being  adapted  to 
the  newer  and  larger  turkey  and  egg  production  units. 

Because  of  these  specialized  large-scale  production  complexes,  and  the  separate  market 
channels  common  for  each  product  segment  of  the  poultry  industry,  some  of  the  most 
prominent  poultry  cooperatives  and  other  poultry  corporations  specialize  in  one  poultry 
product  line.  Some  of  the  largest  conglomerate  firms  handling  poultry  have  become 
prominent  in  all  poultry  product  segments  and  are  now  entering  the  food  service  business. 
This  great  diversity  within  the  poultry  industry  and  within  the  structure  of  the  firms 
competing  for  poultry  market  outlets  makes  comparison  of  poultry  product  or  dollar 
aggregates  somewhat  difficult  except  on  a  case  by  case  basis. 

Cash  receipts  from  poultry  and  eggs  have  increased  from  about  $2.8  billion  in  1950  to 
$4.3  billion  in  1969,  or  56  percent.  Income  from  poultry  and  eggs  has  consistently 
accounted  for  between  9  and  10  percent  of  all  farm  marketings  over  the  past  20  years. 
Income  from  farm  chickens  (excluding  broilers)  has  dropped  from  nearly  15  percent  of 
poultry  and  egg  marketings  to  slightly  more  than  2  percent,  while  broiler  marketings  have 
increased  from  19  percent  to  more  than  35  percent  since  1950.  Turkey  marketings  have 
varied  from  9  percent  to  12  percent  during  the  period,  but  have  almost  doubled  in  terms 
of  dollar  receipts.  Income  from  eggs  increased  substantially  during  this  period,  while 
maintaining  slightly  more  than  50  percent  of  all  poultry  and  poultry  products  receipts. 

Trends  in  cash  receipts  from  poultry  and  eggs  and  comparisons  with  cash  receipts  from 
all  farm  products  for  selected  periods,  1950-51  through  1969-70,  are: 


Type  of  poultry 


Total 


Year  Chickens  Broilers      .     Turkeys     :        Eggs 


Poultry  Farm 

&  eggs       ■  marketing 


Percent 
poultry  & 
eggs  is  of 

all  farm 
marketings 


-- 



Percent 

of  to 

tal 

P< 

lultry  and 

eggs  - 



—     Million 

dollars 

Percent 

1950^ 

15 

19 

9 

57 

2,790 

28,461 

10 

1955 

7 

27 

10 

56 

3,175 

29,490 

11 

1960 

3 

31 

12 

54 

3,228 

34,154 

10 

1965 

2 

35 

12 

51 

3,514 

39,350 

9 

1970 

2 

35 

12 

51 

4,223 

49,231 

9 

Broiler  values  include  broilers  consumed  on  farms  where  produced,  which  is  less  than  1  percent. 
^Indicates  figure  obtained  from  1960  Agricultural  Statistics.  AU  other  are  from  1971  Agricultural 
Statistics. 
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Cooperative  Trends 

During  the  past  20  years,  (1)  the  number  of  cooperatives  handling  poultry  and  eggs 
declined  more  than  60  percent,  (2)  net  dollar  volume  of  business  has  increased  more  than 
100  percent,  and  (3)  the  estimated  percent  of  the  total  poultry  and  egg  business  handled 
by  cooperatives  has  averaged  around  10  percent. 

These  trends  for  selected  periods,  1950-51  through  1969-70  were: 


Period 


Cooperative 


Associations  ^et  volume 

of  business 


Proportion  of    poultry 

and  egg  business 

through  cooperatives 


1950-51 
1955-56 
1960-61 
1965-66 
1969-70 


Number 

$1,000 

Percent 

762 

263,360 

7 

662 

351,494 

8 

567 

423,938 

10 

396 

438,196 

9 

295 

587,679 

9 

During  this  20-year  period,  the  structure  and  function  of  cooperatives  handling 
poultry  and  eggs  have  changed.  The  largest  number  of  cooperatives  handling  poultry  and 
eggs  prior  to  the  1950's  were  first  handler  product  assemblers  from  small  farm  production 
units.  This  assembly  function  was  usually  performed  as  a  sideline  of  a  dairy  or  feed 
cooperative,  and  no  other  poultry  marketing  service  was  performed. 

Growth  and  expansion  in  poultry  production  came  as  large-scale,  specialized 
production  units.  These  units  were  centered  on  a  specialized,  efficient  feed  mill,  having 
poultry  or  egg  processing  facilities  located  nearby.  The  economies  of  scale  and 
coordination  inherent  in  these  production  complexes  were  instrumental  in  shifting 
production  into  new  geographic  areas.  Most  cooperatives  performing  the  poultry  and  egg 
assembly  function  only  dropped  out  of  poultry. 

This  trend  accounts  for  much  of  tfie  drop  from  760  to  295  cooperatives  handling 
poultry  in  the  past  two  decades.  The  strong  cooperatives  remaining  have  adapted  to 
change  in  the  poultry  industry.  These  cooperatives  are  among  the  industry  leaders  in  all 
poultry  product  lines;  but,  cooperatives  as  a  group  account  for  only  9  percent  of  the 
aggregate  poultry  industry  business. 


Comparison  of  Four  Cooperatives  Having  the  Largest  Poultry  Business 
with  Four  Other  Businesses  Having  the  Largest  Poultry  Business 

Combined  sales  of  poultry  and  eggs  for  the  four  cooperatives  having  the  largest  poultry 
sales  were  $123  million  in  1960,  $152  million  in  1965,  and  $228  million  in  1970. 

Their  volume  increased  86  percent  during  the  10-year  period;  and  it  accounted  for  an 
increasing  proportion  of  the  net  sales  of  poultry  and  eggs  by  all  cooperatives  —  29  percent 
in  1960-61;  35  percent  in  1965-66;  and  39  percent  in  1969-70. 

Poultry  marketing  may  be  but  one  marketing  service  performed  by  a  cooperative 
serving  agriculture  in  a  production  area.  The  leading  cooperatives  marketing  poultry  have 
grown  by  successfully  performing  the  off-farm  marketing  services  of  their  farm  producer 
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members.  Because  of  this  service-growth  origin,  the  leading  poultry  cooperatives  tend  to 
serve  a  specific  area  or  region.  Likewise,  these  cooperatives  tend  to  be  poultry  marketing 
leaders  primarily  because  of  a  market  specialization  in  one  poultry  product  line. 

Because  of  the  regional  specialization  in  broilers  and  turkey  production,  two  of  the 
top  four  cooperatives,  as  measured  in  poultry  dollar  volume,  serve  different  regions  and 
handle  different  poultry  products.  Three  of  the  top  four  cooperatives  marketing  poultry, 
market  other  agriculture  products  and  provide  their  members  with  farm  supplies.  Only 
two  of  the  top  four  cooperatives  do  half  or  more  of  their  total  sales  volume  in  poultry. 
One  of  the  four  operates  strictly  as  a  federated  cooperative  sales  agency  for  specialized 
local  cooperative  poultry  processing  plants. 

The  four  largest  other  poultry  marketing  firm's  have  evolved  from  poultry  production 
activities  in  all  specialized  poultry  areas  of  the  U.S.  Their  aggregate  poultry  volume  and 
their  nationwide  market  coverage  establish  them  as  industry  leaders  in  the  poultry 
market. 

One  of  the  leading  poultry  handling  firms  is  a  diversified  conglomerate  corporation.  It 
has  more  than  100  subsidiaries  and  ranks  among  the  30  largest  U.S.  industrial  concerns. 
Its  meat  packing  plant  subsidiary  makes  it  the  second  largest  meat  packer,  and  the 
poultry  subsidiary  of  its  meat  packing  company  is  one  of  the  largest  volume  turkey  and 
broiler  processors. 

A  second  leading  poultry  firm  is  the  poultry  segment  or  division  of  the  nation's  largest 
meat  packer.  It  operates  a  broad  line  of  food  product  business  with  foods  representing 
about  70  percent  of  its  sales.  Chemicals  and  industrial  products  represent  an  additional  20 
percent  of  sales. 

Another  of  the  four  largest  poultry  firms  is  the  nation's  leading  producer  of 
commercial  mixed  animal  and  poultry  feeds.  It  sells  poultry  and  further  processed 
poultry  products  and  breakfast  foods  nationwide  under  its  own  brand.  It  is  one  of  the 
nation's  largest  volume  processors  of  broilers  and  turkeys  and  is  also  a  large  egg  producer. 

The  fourth  other  large  poultry  firm  operates  as  a  closely  held  corporation.  For  this 
reason,  only  information  released  for  trade  publications  is  available.  A  recent  article  based 
on  interviews  with  the  retiring  vice  president-director  and  its  general  manager  in  charge  of 
its  products  department  indicated  that  the  firm: 

1.  Is  one  of  the  leading  U.S.  grain  marketing  firms; 

2.  Presently  operates  60  feed  mills  in  U.S.  and  abroad  and  is  now  the  second  largest 
feed  organization  in  the  world; 

3.  Operates  a  name-brand  poultry  breeding  firm  in  Canada; 

4.  Produces,  processes  and  markets  eggs  —  owns  a  majority  interest  in  several  million 
layers  that  supply  eggs  to  10  egg  processing  plants;  and  owns  and  operates  four 
company-owned  egg  firms  in  two  regions. 

5.  Has  two  broiler  operations  that  turn  out  1  percent  of  U.S.  total  broiler  production. 

6.  Has  an  integrated  turkey  operation  that  includes  turkey  processing.  These  involve 
several  hundred  thousand  turkeys  grown  on  contract  by  independent  producers.  The 
broiler  and  turkey  production  operations  have  been  started  since  1966-67. 

Summary  Observations 

The  integrated  and  conglomerated  nature  of  competition  from  the  largest  poultry 
marketing  firms  is  emphasized  by  the  fact  that  the  two  leading  feed  manufacturing  firms 
and  two  largest  meat  packers  are  among  the  four  largest  independent  poultry  marketing 
firms  in  the  United  States.  A  brief  description  of  the  operations  of  these  firms  is  covered 
in  the  livestock  and  feed  sections. 
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Trends  in  cash  receipts  of  American  farmers  received  from  fruits  and  vegetables 
(including  melons  and  tree  nuts)  compared  with  cash  receipts  for  all  farm  products, 
selected  years  1950  through  1970,  were: 


Cash  receipts  from: 

Fruits  and  vegetables 
as  percentage  of: 

Year 

Fruits 
and 
tree 
nuts 

Vegeta- 
bles 
and 

melons 

Total 
fruits 
and  veg- 
etables 

All 
crops 

Total 

farm 

products 

All 

crop 

receipts 

Ail  farm 
product 
receipts 

, . .,,. 

dollars        — 
2,658 

cent 

9 

1950 

1,311 

1,347 

12,410 

28,512 

21 

1955 

1,276 

1,683 

2,959 

13,523 

29,490 

22 

10 

1960 

1,514 

1,941 

3,455 

15,208 

34,154 

23 

10 

1965 

1,667 

2,580 

4,247 

17,392 

39,350 

24 

11 

1970 

2,088 

2,826 

4,914 

19,636 

Percent 

49.231 

25 

10 

Change: 

1950  -   1 

970     59 

110 

85 

58 

73 

4 

1 

Source:      USD  A,  Agricultural  Statistics 


This  tabulation  shows  that  fruits  and  vegetables,  including  melons  and  tree  nuts,  are  an 
important  source  of  cash  receipts  for  American  farmers.  Over  the  past  two  decades,  these 
products  have  accounted  for  21  to  25  percent  of  cash  receipts  from  farm  crops  and  9  to 
1 1  percent  of  cash  receipts  for  all  farm  products. 

Cash  receipts  for  these  products  increased  from  about  $2.7  billion  in  1950  to  nearly 


FRUITS  AND 
VEGETABLES 


Cooperatives  are  particu- 
larly active  in  exporting 
fruits  and  preparations, 
accounting  for  about  40 
percent  of  the  U.S.  total.  A 
leading  cooperative  export- 
er, Sunkist  Growers,  Inc., 
Sherman  Oaks,  Calif,  ships 
fresh  citrus  or  processed 
products  to  60  nations.  At 
right,  mechanically  har- 
vested tomatoes  pour  over 
the  graders  in  a  California 
Canners  and  growers  pro- 
cessing plant. 
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$5  billion  in  1970,  or  85  percent.  This  exceeds  the  58  percent  increase  for  all  crops  and 
the  73  percent  increase  for  all  farm  products  over  the  same  period. 

Cooperative  Trends 

Trends  in  the  number  of  cooperatives  handling  fruits  and  vegetables,  net  volume  of 
business,  and  cooperative  share  of  the  total  fruit  and  vegetable  market,  selected  periods, 
1950-51  through  1969-70,  were: 


:                               Cooperative 

Cooperative  share 
of  total  fruit  and 
:          vegetable  market 

Period 

■■          Associations           ^          Net  volume 
:                                            :           of  business 

Number —    Million  dollars    — 

Percent 

-- 

1950-51 

951                                     702 

20 

1960-61 

697                                    941 

21 

1969-70 

498                                 1,778 

27 

Based  on  net  cooperative  sales,  less  an  "implied"  value  added  and  the  adjusted  value  related  to  total 
cash  receipts  for  fruits  and  vegetables. 


From  1950-51  through  1969-70,  (1)  the  number  of  cooperatives  handling  fruits  and 
vegetables  declined  48  percent,  (2)  dollar  volume  of  business  increased  153  percent,  and 
(3)  the  estimated  percentage  of  total  fruit  and  vegetable  business  handled  by  cooperatives 
increased  from  20  to  27  percent.  Although  these  estimates  show  cooperatives  generally  do 
have  one-fifth  to  more  than  one-fourth  of  all  fruit  and  vegetable  business,  this  proportion 
changes  by  commodity,  region,  and  product  form. 

Trends  in  the  number  of  cooperatives  specializing  in  fruits  and  vegetables,  member- 
ships and  percentage  of  cooperatives  handling  fruits  and  vegetables  that  perform  these 
services  as  their  major  business,  selected  years,  1950-51  through  1969-70  were: 


.         Percentage  of  coop- 

Period 

Cooperatives 

Memberships 

:          eratives  specializing 

.          specializing 

:           to  those  handling 

Number 

1,000 

Percent 

1950-51 

879 

171 

92 

1955-56 

738 

124 

100 

1960-61 

671 

109 

96 

1965-66 

557 

94 

97 

1969-70 

490 

93 

98 

These  data  show  that  the  number  of  associations  specializing  in  fruits  and  vegetables  as 
the  major  part  of  their  business  declined  from  879  in  1950-51  to  490  in  1969-70,  or  44 
percent.  They  accounted  for  96  to  98  percent  of  the  cooperatives  handling  these  products 
over  the  past  decade.  Memberships  in  these  associations  declined  at  a  slighdy  faster  rate 
over  this  same  period,  or  46  percent. 

Fifty-one  percent  of  all  cooperatives  specializing  in  handling  fruits  and  vegetables  in 
1969-70  had  an  annual  business  volume  of  less  than  $1  million  and  91  percent  had  less 
than  $10  million.  Speciahzed  fruit  and  vegetable  cooperatives  accounted  for  8.7  percent 
of  total  business  volume  of  marketing,  supply,  and  related  service  cooperatives  in 
1950-51,  and  9.4  percent  in  1969-70. 

Estimates  made  for  the  National  Commission  on  Food  Marketing  show  much  variation 
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in  the  proportion  of  specific  fruit  and  vegetable  items  marketed  by  cooperatives.  For  the 
crop  year  1964-65,  they  were: 


Product  form 
and  commodity 


Cooperative 
portion  of 

total  tonnage 
mari<eted 


Product  form 
and  commodity 


Cooperative 

portion  of 

total  tonnage 

mari<eted 


Percent 


Percent     


Fresh  fruits 

Frozen  deciduous 

Oranges 

56 

Apples 

16 

Grapefruit 

34 

Cherries 

22 

Apples 

21 

Berries 

9 

Peaches 

7 

All  other 

31 

Cherries 

19 

Total 

19 

Pears 

19 

Processed  citrus 

Fresh  vegetables 

Canned  citrus  &  juice 

43 

Potatoes 

10 

Frozen  citrus  juice 

Tomatoes 

7 

concentrate 

40 

Lettuce 

6 

Total 

42 

Celery 
Watermelons 

32 

4 

Canned  vegetables  &  juices 

Green  &  wax  beans 

20 

Dried  fruit 

Corn 

7 

Figs 

58 

Peas 

6 

Prunes 

63 

Tomatoes,  Juice  & 

Raisins 

i£ 

products 

7 

Total 

46 

White  potatoes 

3 

Canned  deciduous 

All  other 

13, 

Apples 

31 

Total 

9 

Cherries 

20 

Frozen  vegetable  pack 

Peaches 

21 

Green  &  wax  beans 

18 

Pears 

32 

Corn 

21 

Grape  juice 

72 

Peas 

14 

All  other 

J8 

White  potatoes 

8 

Total 

31 

All  other 

5 

Total 

9 

In  the  case  of  fresh  fruits  and  fresh  vegetables,  percentages  are  based  on  tonnage  sold.  For  all  other 
classes  of  products,  however,  percentages  indicate  the  cooperative  proportion  of  total  pack. 

Sources:  Organization  and  Competition  in  the  Fruit  and  Vegetable  Industry,  Technical  Study  No.  4, 
National  Commission  on  Food  Marketing,  Jan.  1966,  pp.  127,  128,  265,  266,  267,  and  268. 

Integration  and  diversification  in  the  operation  of  fruit  and  vegetable  cooperatives  has 
been  at  moderate  levels.  Cooperative  processing  is  evidence  of  vertical  integration, 
particularly  v^^here  the  processed  product  is  marketed  under  an  established  label.  Probably 
not  more  than  10  to  15  percent  of  all  fruit  and  vegetable  cooperatives  are  engaged  in 
processing.  However,  many  local  associations  engaged  in  marketing  fresh  products  have 
membership  in  and  use  the  services  of  federated  associations  engaged  in  processing.  Few 
fresh  fruit  cooperatives  have  brands  of  national  or  regional  prominance  and  few 
processing  cooperatives  have  been  able  to  market  the  bulk  of  their  products  under  their 
own  labels. 

Diversification  is  limited.  Many  of  the  fruit  and  vegetable  cooperatives  are  one 
commodity  operations.  Some  handle  a  group  of  related  commodities,  such  as  citrus  fruits. 
A  few  processing  cooperatives  pack  a  large  variety  of  fruit  and  vegetable  products,  but 
none  get  into  the  packing  of  meat  products  for  instance.  Some  have  set  up  support 
operations  such  as  container  plants,  but  such  activities  assume  only  moderate  propor- 
tions. 
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Comparison  of  the  Four  Largest  Fruit  and  Vegetable  Cooperatives 

With  the  Four  Other  Businesses 

Having  the  Largest  Fruit  and  Vegetable  Processing  Business 


The  four  largest  cooperatives  handling  fruits  and  vegetables  in  1970  were  primarily 
engaged  in  processing  and  marketing  fruits  and  vegetables.  Two  of  these  organizations 
handle  fresh  products  as  well  as  processed  —  one  is  the  most  important  fresh  shipper  of 
fresh  citrus  and  the  other  handles  only  a  minor  proportion  of  its  sales  as  fresh  pack. 

Two  other  fruit  and  vegetable  cooperatives  with  sales  within  the  range  of  the  number 
two  and  three  associations  considered  here  were  not  included  because  as  federations  of 
processing  cooperatives  they  specialized  primarily  in  sales  and  did  no  processing  in  their 
own  right. 

The  four  other  businesses  engaging  in  canning  and  packing  fruits  and  vegetables  were 
considerably  more  diversified  than  their  cooperative  counterparts.  Two  of  these  firms 
were  in  the  fresh  banana  business.  Three  packed  seafood  products.  One  was  deeply 
involved  in  the  institutional  food  business. 

It  should  be  noted  that  other  larger  and  more  diversified  corporations  also  handled 
canned  or  process  fruits  and  vegetables,  but  these  activities  constitute  a  minor  portion  of 
their  total  business. 

The  four  other  businesses  having  the  largest  canning  and  packing  business  were  also  the 
four  largest  in  1965  and  1960,  but  not  in  the  same  order. 


Total  Sales 

Sales  of  all  commodities  of  the  four  largest  cooperatives  and  the  four  other  businesses 
having  the  largest  fruit  and  vegetable  processing  business  in  1960,  1965,  and  1970  were: 


Year 

■                        Four 

cooperatives 

Four 
other  businesses 

1960 
1965 
1970 

1960 

Million  dollars  — 

368 
439 
561 

Millio?i  dollars 

977 
1,294 
1,815 

Change: 
1970    - 

52 

86 

Available  data  do  not  permit  the  separation  of  sales  for  canning  operations  from  other 
revenues  in  most  cases.  However,  of  the  $561  million  in  sales  by  the  four  largest 
cooperatives  in  1970,  about  90  percent  is  estimated  to  represent  processed  products. 
Total  sales  of  the  firms  included  about  90  percent  processed  or  fresh  food  products.  Two 
firms  had  interests  in  food  services,  land  development,  manufacturing,  or  other  service 
operations  which  accounted  for  the  other  10  percent  of  total  sales. 

Sales  increases  from  1960  through  1970  were  86  percent  for  the  four  other  firms  and 
52  percent  for  the  four  cooperatives.  Cooperatives'  sales  increased  at  about  two-thirds  the 
rate  of  the  other  business  firms. 
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Assets 

Total  assets  of  the  four  largest  fruit  and  vegetable  cooperatives  and  the  four  other 
businesses  having  the  largest  fruit  and  vegetable  processing  business  were: 

Four  Four 

Year  :  cooperatives  :  other  businesses 

Million  dollars Million  dollars 

1960  143  '650 

1965  185  922 

1970  260  1,429 


Percent 

Change: 

1970     -      1960 82 120 

Includes  1961  assets  for  one  firm  for  which  1960  data  were  unavailable. 

Assets  of  the  other  business  firms  were  more  than  five  times  those  of  cooperatives  in 
1970.  Not  only  were  assets  larger  for  these  firms,  they  were  growing  about  a  third  faster 
—  120  percent  from  1960  through  1970  compared  with  cooperatives'  82  percent. 

Net  Worth 

Net  worth,  or  members'  equity  for  the  four  largest  fruit  and  vegetable  cooperatives 
and  the  four  business  firms  having  the  largest  fruit  and  vegetable  processing  business  was: 

Four  :  Four 

Year  cooperatives  other  businesses 

Million  dollars Million  dollars 

1960  61  '407 

1965  82  507 

1970  94  607 


Percent 

Change: 

1970        -        1960  54  49 

Includes  1962  data  for  one  firm  for  which  1960  data  were  unavailable. 

Net  worth  of  the  four  other  businesses  was  more  than  six  times  the  member  equity  of 
the  four  largest  fruit  and  vegetable  cooperatives  in  all  time  periods.  Growth  in  net  worth 
was  at  about  the  same  levels  for  cooperatives  and  their  counterpart  firms. 

Net  Margins 

The  fruit  and  vegetable  cooperatives  have  no  meaningful  net  margins.  They  generally 
pool  growers'  products  and  payments  to  members.  These  payments,  consisting  of 
advances  and  final  settlements  after  expenses,  do  not  differentiate  between  product  value 
and  income  realized  from  processing  or  other  services  performed.  This  provides  no 
opportunity  for  comparison  with  other  business  firms. 

Members  and  Stockholders 

The  four  largest  fruit  and  vegetable  cooperatives  in  1970  had  13,300  members.  The 
four  other  businesses  had  81,600  stockholders. 

Acquisitions  and  Mergers 

In  general,  the  four  other  fruit  and  vegetable  canners  have  been  involved  in  more 
acquisition  and  merger  activity  than  their  cooperative  counterparts.  One  of  the 
cooperatives  was  organized  in  1958  and  immediately  acquired  two  canning  companies  to 
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become  established  in  the  processing  business.  From  1960  through  1970  it  acquired  three 
other  canning  companies  and  merged  with  another  cooperative.  Available  data  show  no 
other  acquisitions  or  mergers  by  the  other  three  cooperatives  in  this  period. 

From  1967  through  1970,  a  period  of  extensive  acquisition  and  merger  activity  in  the 
United  States,  three  of  the  four  other  business  firms  acquired  eight  firms.  None  of  the 
acquired  firms  was  in  the  canning  business,  but  active  in  food  service,  milling,  mercantile, 
manufacturing,  and  real  estate  operations.  In  addition  to  outright  acquisitions,  some  of 
these  firms  have  acquired  substantial  minority  interests  in  other  firms.  Two  were  involved 
in  the  transfer  of  pineapple  acreage  and  processing  facilities,  and  in  an  arrangement  for 
the  disposing  firm  to  have  its  pack  of  pineapple  processed  by  the  acquiring  firm. 

Joint  Ventures 

One  of  the  four  largest  fruit  and  vegetable  cooperatives  jointly  owns  a  can-making 
facility  with  another  large  canning  cooperative.  About  a  year  ago  these  cooperatives 
jointly  formed  an  export  subsidiary. 

Two  of  the  other  businesses  have  joint  ventures.  One  is  joint-venturing  in  processed 
food  distribution.  The  other  has  at  least  two  joint  ventures  in  non-food  related  industries. 

Vertical  Integration 

Cooperative  processing  is  in  itself  a  manifestation  of  vertical  integration  where  growers 
are  moving  to  control  their  products  another  step  forward  along  marketing  channels. 
Three  of  the  cooperatives  have  substantial  brand  identification  and  merchandising 
programs  for  their  products  in  national  consumer  markets. 

The  other  businesses  have  integrated  back  into  ownership  of  farming  acreage,  two  of 
the  four  very  substantially,  to  supply  product  requirements.  All  have  nationally  accepted 
brands. 

Diversification 

Operations  of  the  four  largest  cooperatives  show  little  diversification.  Two  are 
essentially  one  crop  processors,  using  relatively  small  amounts  of  other  products.  Another 
is  primarily  a  citrus  operation.  The  fourth  processes  15  crops,  all  fruits  or  vegetables.  The 
kinds  of  crops  processed  by  the  four  cooperatives  have  changed  httle  since  1960. 

As  already  indicated,  the  operations  of  the  four  other  business  firms  are  much  more 
diverse.  They  market  both  processed  and  fresh  fruits  and  vegetables,  fish,  cereals,  and 
other  food  products.  They  are  in  the  food  service  business,  manufacturing,  and  real  estate 
development. 

Three  of  the  four  firms  have  can  manufacturing  operations,  and  one  supplies  90 
percent  of  its  can  requirements.  Many  of  the  diverse  operations  of  these  companies  have 
been  added  within  the  past  five  years. 

The  extent  of  diversification  is  much  less  for  the  cooperatives  than  for  the  other 
businesses. 


Green  beans  by  the  trailer- 
loads  are  emptied  at  the 
Lomira,  Wise,  plant  of 
California  Canners  and 
Growers.  The  plant  also 
packs  com  and  peas. 
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Grain  production  can  be  classified  into  three  commodity  groups  —  food  grains,  feed 
crops,  and  oil-bearing  crops.  Food  crops  include  wheat,  rye,  buckwheat,  and  rice.  Feed 
crops  include  corn  (grain),  oats,  barley,  and  sorghum  grain.  Oil-bearing  crops  include 
soybeans,  peanuts,  flaxseed,  and  tung  nuts. 

Trends  in  cash  receipts  from  grain  and  comparisons  with  cash  receipts  from  grain  and 
other  crops,  and  all  farm  products  for  selected  periods,  1950  through  1970,  were: 


Year 


Grain 


Cash  receipts  from 


Grain  and 
other  crops 


All  farm 
products 


Percentage  that  grain  is  of: 


Grain  and 
other  crops 


All  farm 
products 


Million  dollars 



Percent 

1950 

5,020 

12,410 

28,512 

40 

18 

1955 

5,676 

13,523 

29,556 

42 

19 

1960 

6,849 

15,208 

34,154 

45 

20 

1965 

7,883 

17,392 

39,350 

45 

20 

1970^ 

9,878 

19,636 

49,231 

50 

20 

Includes  food  grains,  feed  crops,  and  oil-bearing  crops. 
Preliminary 

Source:  Agricultural  Statistics,  SRS. 


Grain  cooperatives'  interest 
in  export  markets  is  bring- 
ing about  joint  effort  rang- 
ing from  trade  missions  to 
building  of  shiploading  fa- 
cilities. Farmers  Export 
Company ,  owned  by  seven 
of  the  larger  grain  cooper- 
atives, built  the  facility 
shown  above  at  Ama,  La., 
in  1969. 
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These  data  indicate  that  grain  has  provided  about  one-fifth  of  the  cash  farm  receipts 
since  1950.  During  this  period,  cash  receipts  from  grain  have  increased  from  about  $5 
biUion  in  1950  to  $9.9  biUion  in  1970.  Also,  cash  receipts  from  grain  represented  50 
percent  of  "grain  and  other  crops"  in  1970,  compared  with  40  percent  in  1950. 

Trends  in  cash  receipts  from  grain  by  commodity  groups  in  selected  years,  1950 
through  1970,  were: 


Commodity  group 

Year 

:         Food  grains 

:          Feed  crops              : 

Oil-bearing 
crops 

1,941 
1,990 
2,460 
2,041 
1,982 

..,,.        ,   ,, 

1950 
1955 
1960 
1965 
1970* 

2,143 
2,555 
3,025 
3,669 
4,707 

936 
1,131 
2,173 
2,173 
3,189 

Preliminary 
Source:   Agricultural  Statistics,  SRS. 

The  two  commodity  groups  —  feed  and  oil-bearing  crops  —  have  had  a  major  increase 
in  cash  receipts  over  the  20  years.  Oil-bearing  corps  have  increased  from  $936  million  to 
$3.2  billion  during  the  period,  or  more  than  250  percent.  Feed  crops  have  increased  from 
$2.1  billion  to  $4.7  biUion,  or  over  120  percent.  Food  grains,  however,  largely  have 
remained  at  the  same  level. 

Four  grains  (grain  sorghum,  corn,  wheat,  and  soybeans)  represented  86  percent  of  the 
cash  receipts  from  grain  in  1970.  Two  feed  crops  (corn  and  grain  sorghum)  had  cash 
receipts  of  $3.6  billion  in  1970.  Soybeans,  an  oil-bearning  crop,  had  cash  receipts  of  $3.2 
billion;  and  wheat,  a  food  grain,  had  cash  receipts  of  $1.9  billion  that  year. 

Grain  marketing  consists  of  merchandising  and  processing  activities  involved  with  these 
sales.  Merchandising  is  performed  by  country  elevators,  subterminal  and  terminal 
elevators,  and  exporters.  Processing  is  done  by  livestock  feed  manufacturers,  flour  millers, 
soybean  millers,  and  dry  and  wet  millers.  However,  the  primary  emphasis  of  this  section 
will  be  concerned  with  merchandising  activities. 

Cooperative  Trends 

Grain  was  handled  to  some  degree  by  2,539  cooperatives  in  1969-70.  These 
cooperatives  reported  a  net  volume  of  grain  business  of  $3.0  billion  which  represented 
about  20  percent  of  the  business  of  all  marketing  cooperatives.  Net  grain  sales  of 
cooperatives  increased  about  121  percent  from  1950-51  or  an  increase  of  $1.6  billion. 

Trends  in  the  number  of  cooperatives  handling  grain,  net  volume  of  business,  and  the 
percentage  of  total  marketing  volume  of  cooperatives  for  selected  periods,  1950-51 
through  1969-70,  were: 


:                               Cooperative 

:         Estim 

total 

mark 

ited  percent  of 

Period 

Associations 

:       Net  volume  of 
:        grain  business 

cooperative 
eting  business 

1950-51 
1955-56 
1960-61 
1965-66 
1969-70 

Number 

2,741 
2,675 
2,661 
2,576 
2,539 

—  Million  dollars  — 

1,361 
1,572 
2,105 
2,662 
3,006 

Percent 

21 
21 
22 
22 
20 

The  decline  in  number  of  grain  cooperatives  is,  in  part,  a  result  of  reorganizations 
(mergers,   acquisitions,   and  consolidations).  Over  a   14-year  period,   1957-1970,  grain 
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cooperatives  have  had  an  average  of  eight  reorganizations  per  year  (Table  13).  Fifty-seven 
percent  of  these  were  in  the  1965-1968  period. 

While  the  net  volume  of  grain  business  has  increased,  the  number  of  associations 
handling  grain  has  declined  from  2,741  in  1950-51,  to  2,539  in  1969-70,  or  about  7 
percent.  The  number  of  cooperatives  specializing  in  grain  has  declined  from  2,198  in 
1950-51  to  1,894  in  1969-70  or  14  percent  (Table  17). 

In  1950-51  the  specialized  associations  represented  80  percent  of  all  cooperatives 
handling  grain  compared  with  only  75  percent  in  1969-70.  However,  grain  cooperative 
memberships  have  increased  from  849,000  in  1950-51  to  1.1  million  in  1969-70,  or  32 
percent  (Table  16). 

In  1969-70,  37  percent  of  the  firms  specializing  in  grain  marketing  had  sales  less  than 
$1  million,  58  percent  were  in  the  $1  miUion  to  $4.99  million  sales  classification,  and  the 
remaining  5  percent  had  marketings  of  more  than  $5  million  (Table  9). 

Cooperatives  handling  grain  had  a  32  percent  share  of  the  market  in  1969-70.  Their 
share  has  ranged  from  a  low  of  29  percent  in  1950-51  to  38  percent  in  1960-61  (Table  6). 


Financial  and  Operating  Characteristics 
Of  Four  Largest  Grain  Cooperatives 


Grain  sales  of  these  large  cooperatives  have  increased  from  $539  million  in  1960-61  to 
$917  million  in  1969-70.  This  represents  a  70  percent  increase,  or  an  average  of  7  percent 
per  year.  Total  sales  for  the  four  cooperatives  is  predominately  from  grain.  In  1969-70, 
data  indicate  that  96  percent  of  the  sales  were  from  grain  or  grain  products. 

Trends  of  financial  comparisons  for  the  four  largest  grain  cooperatives  in  selected  time 
periods,  1960-61  through  1969-70,  were: 


Financial  comparisons 

Sales 
Grain 

Farm  supplies 
Services 
Total 

Net  margins 
Total  assets 
Member  equity 
Investments  in  other 

cooperatives 7,290 15,445 25,172 

A  total  of  eight  cooperatives  is  included  in  the  three  time  periods.  Two  of  these  associations  were 
among  the  four  largest  for  each  period. 
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Year' 

1960-61 

1965-66 

1969-70 

,     J  J  II 

539,493 
89,759 
12,532 

641,784 

635,173 
20,934 
11,828 

667,935 

917,123 
27,825 
12,877 

957,825 

9,187 

133,791 

74,817 

5,926 

216,190 

79,365 

12,910 
252,546 
105,752 

Three  associations  provided  soybean  processing  services  for  their  members.  In 
1969-70,  these  cooperatives  had  an  annual  processing  capacity  of  30  miUion  bushels 
compared  with  18  million  bushels  in  1960.  (Only  one  cooperative  processed  soybeans  in 
1960.) 

Other  types  of  processing  services  provided  in  1970  are:  flour  milling,  flaxseed  and 
sunflower  seed  processing,  malting,  feed  processing,  and  wheat  and  soybean  processing 
for  human  consumption. 

These  regional  cooperatives  also  engage  in  export  marketing  to  a  limited  extent.  They 
have  diversified  operations  through  marketing  different  grains  and  products,  but  only  4 
percent  of  their  sales  were  from  farm  supplies  and  services  in  1969-70. 

A  substantial  amount  of  the  growth  of  the  four  largest  cooperatives  has  resulted  from 
acquisitions,  mergers,  and  consolidations  during  the  past  decade.  One  of  the  associations 
resulted  from  mergers  of  six  different  cooperatives.  Also,  two  of  the  other  three 
cooperatives  have  merged  with  other  associations. 

Two  of  the  four  cooperatives  acquired  plants  for  processing  soybeans,  flaxseed,  feed, 
and  barley  (malting)  during  the  period. 


Financial  and  Operating  Characteristics 
Of  Four  Other  Businesses  Having  the  Largest  Grain  Business 


The  four  largest  grain  companies  market  grain  on  both  a  domestic  and  international 
basis.  In  1968,  two  of  these  firms  were  ranked  as  first  and  second  in  the  domestic 
merchandising  of  grain.  The  four  business  firms  were  estiamted  to  control  40  percent  of 
the  total  grain  volume  (above  the  country  elevator  level)  in  1968. 

These  four  firms  are  regularly  estimated  to  handle  about  90  percent  of  the  exported 
grain.  Some  own  their  own  country  elevators,  terminals,  export  elevators,  processing 
plants  in  foreign  countries  and  ocean  vessels. 

While  the  information  is  limited,  three  of  these  business  firms  appear  to  be  highly 
integrated  and  diversified.  Some  engage  in  wet  corn  milling,  flour  milling,  soybean  and 
feed  processing.  One  of  the  firms  is  a  major  supplier  to  the  protective  coating  industry, 
the  third  largest  producer  of  rock  salt,  and  the  second  largest  producer  of  animal  feeds  in 
1968. 

Three  of  the  four  firms  have  had  a  substantial  gro\\th  during  the  1960's.  Their  total 
sales  were  $4.7  biUion  in  1970  compared  with  $2.3  billion  in  1960.  This  was  a  105 
percent  increase,  or  about  10  percent  a  year. 

Their  total  assets  almost  doubled  from  1960  through  1970.  In  1970  three  of  the  four 
firms  had  more  than  $1  billion  compared  with  $530  million  in  1960. 

Trends  in  financial  comparisons  for  three  of  the  businesses  having  the  largest  grain 
business  in  1960  and  1970  were: 

Financial  comparisons  1960  1970 

Million  dollars       


Total  sales  2,300  4,725 
Total  assets  5  30  1,018 
Net  worth (l) 300 

/  Data  not  available  for  the  fourth  grain  firm. 
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Other  data  help  to  illustrate  the  financial  dimensions  of  these  firms.  In  1968,  grain 
sales  totaled  $4.2  billion  for  the  four  firms.  Grain  sales  represented  65  percent  of  total 
sales.  One  firm  had  a  profit  of  $24  million  in  1970. 

These  firms  have  also  utilized  external  methods  of  growth  by  acquiring  organizations 
in  many  different  areas.  One  firm  acquired  or  merged  with  more  than  10  firms  in  the 
1960-63  period. 

The  four  largest  other  grain  businesses  also  had  extensive  procurement,  processing,  and 
distribution  facilities  in  1970.  One  firm  had  200  plants  and  offices  in  33  States  and  26 
foreign  countries.  Another  firm  is  reported  to  have  interests  in  more  than  40  affiliated  or 
associated  companies.  A  third  firm  has  18  terminal  elevators,  branch  offices  and 
sub-terminals  in  more  than  20  States. 


Comparison  of  the  Four  Largest  Grain  Cooperatives  with  the 
Four  Other  Businesses  Having  the  Largest  Grain  Business 


Growth  rate  comparisons  between  cooperatives  and  other  grain  firms  relative  to  sales, 
total  assets,  net  worth,  net  margins,  and  storage  capacity  for  1960  and  1970  were: 


Financial 
comparison 


Four  cooperatives 


Three  other  businesses 


1960 


1970 


1960 


1970 


Total  sales 
Total  assets 

642 
134 

Mtllion  dollars 

960                        2,300 

253                            530 

106                            (2 ) 

13                                  (2) 

4,725 
1,018 

Net  wroth 
Net  margins 

75 
9 

300 
^    24 

.,    ,,.             ,           ,       , 

Grain  storage 

(2) 

155                             (2) 

379 

'  Data  not  available  for  fourth  firm. 

2 
Data  not  available. 

Data  available  for  i 

only  one  firm. 

■*  Data  for  1968-69. 

Total  sales  of  three  grain  firms  have  more  than  doubled  from  1960  through  1970, 
while  the  four  largest  cooperatives'  sales  went  up  about  50  percent.  In  1970,  the  four 
cooperatives'  sales  were  equal  to  21  percent  of  the  total  sales  of  the  three  grain  firms 
compared  with  26  percent  in  1960. 

Total  assets  illustrate  an  even  greater  growth  pattern.  The  assets  of  these  grain  firms 
increased  from  $530  million  to  about  $1  billion,  while  the  four  largest  cooperatives'  total 
assets  rose  from  $134  million  to  $253  million.  These  assets  were  equal  to  25  percent  of 
those  of  the  grain  firms  in  both  1960  and  1970. 

In  1969-70,  net  margins  for  the  four  cooperatives  totaled  about  $13  million,  compared 
with  $24  million  net  profits  for  one  other  business  firm.  This  same  firm  has  had  average 
profits  of  about  $16  million  per  year  during  the  1968-70  period. 

The  four  firms  handling  the  largest  volume  of  grain  are  generally  national  in  coverage, 
while  the  cooperatives  are  regional.  One  cooperative  served  parts  of  10  States  and  two 
cooperatives  each  primarily  receive  their  grain  from  two  States. 

In  1968-69,  the  four  cooperatives  had  a  total  storage  of  155  million  bushels  compared 
with  379  million  bushels  for  the  four  grain  firms. 

The  four  cooperatives  also  have  utilized  grain  federations  during  the  1960-70  period. 
Two  of  the  three  federations  that  these  cooperatives  are  members  of  were  organized 
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during  this  period.  However,  the  grain  firms  apparently  have  used  the  joint  venture  or 
interest  method  to  a  much  greater  degree  than  cooperatives.  One  grain  firm  had  nine 
affihates  and  nine  subsidiaries  in  1970.  Another  has  11  wholly  or  partially  owned 
subsidiaries  in  the  United  States  and  overseas. 


Summary  Observations 

1.  Off-farm  sales  of  grain  have  increased  in  absolute  amounts  and  relative  to  sales  of 
all  farm  products.  Marketing  facilities  of  both  cooperatives  and  other  business  firms 
handling  grain  have  been  expanded  to  handle  this  volume. 


Research  is  directed  to- 
ward finding  new  uses  and 
new  products  for  grain. 
FAR-MAR-CO,  Inc.. 
Hutchinson,  Kans.,  is  sell- 
ing several  soy  protein 
products  to  the  institu- 
tional trade.  A  pilot  plant 
turns  out  textured  soy 
protein  in  a  variety  of 
shapes  and  sizes  as  FAR- 
MAR-CO  looks  for  possible 
snack  food  products. 


2.  Feed  crops,  particularly  oil-bearing  types,  have  doubled  or  tripled  from  1950 
through  1969.  This  has  led  to  an  increased  need  for  processing  facilities. 

3.  Grain  cooperatives  have  not  generally  kept  up  with  industry  growth.  This  is 
demonstrated  by:  (a)  the  estimated  percentage  of  net  cooperative  marketing  business 
accounted  for  by  grain  has  declined  from  1950-51  through  1968-69  (However,  grain  as  a 
percentage  of  all  farm  products  has  increased);  and  (b)-  the  share  of  the  market  for  grain 
cooperatives  has  declined  by  5  percentage  points  over  the  past  decade. 

4.  The  number  of  specialized  grain  cooperatives  has  declined  by  about  14  percent  over 
the  20-year  period.  However,  cooperative  memberships  have  increased  almost  one-third 
for  this  same  period. 

5.  The  four  grain  cooperatives  generally  engaged  in  fewer  integrated  and  diversified 
activities  than  the  four  other  grain  firms.  Thus,  fluctuations  in  grain  volume  in  any  year 
has  more  effect  on  the  operations  of  the  cooperatives  and  their  growth  than  on  the  highly 
diversified  grain  firms. 

6.  The  growth  rate  of  the  other  firms  was  double  that  of  any  cooperatives  during  the 
1960's.  The  four  cooperatives  had  a  5  percent  annual  growth  in  total  sales  compared  with 
10  percent  for  the  three  firms. 

7.  The  four  other  businesses  have  generally  utilized  acquisitions,  merger,  and  joint 
ventures  to  achieve  growth  to  a  much  greater  degree  than  the  four  cooperatives. 

8.  Innovation  in  transportation  procurement  and  distribution  methods  is  a  major 
factor  in  the  merchandising  of  grain.  While  the  four  cooperatives  have  achieved  some 
measure  of  success,  the  four  other  grain  businesses  have  been  innovative  in  their 
transportation  management.  Progress  in  transportation  is  a  major  factor  in  their  overall 
growth. 
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While  tobacco  marketing  and  tobacco  manufacturing  are  distinctly  different  opera- 
tions, information  on  each  gives  some  indication  of  the  nature  of  the  business  relations 
involved  as  cooperatives  deal  with  other  firms  in  the  tobacco  industry. 

Trends  in  cash  receipts  from  tobacco  and  comparisons  with  cash  receipts  from  all 
crops  and  all  farm  products  for  selected  periods,  1955  through  1969,  were: 


Cash  receipts  from 


Percentage  that  tobacco  is  of 


Year 


Tobacco 


Crops 


All  farm 
products 


Crops 


All  farm 
products 


1955 
1960 
1965 
1970 


1,225 

Million  aot 
13,523 

1,154 

15,208 

1,186 

17,392 

1,388 

19,636 

Million  dollars 

29,490  9.1 

34,154  7.6 

39,350  6.8 

49,231  7.1 


Percent 


4.1 
3.4 
3.0 
2.8 


These  data  show  the  decreasing  importance  of  tobacco  as  a  source  of  cash  receipts. 
During  the  period  1955-1969,  cash  receipts  from  all  crops  increased  from  $13.5  billion  to 
$18.8  billion  and  from  all  farm  products  from  $29.5  billion  to  $47.2  billion.  Cash 
receipts  from  tobacco,  however,  only  increased  from  $1.2  billion  to  $1.3  billion.  As  a 
result,  tobacco  receipts  decreased  from  9.1  to  6.9  percent  of  cash  receipts  from  all  crops, 
and  from  4.1  to  2.7  percent  of  cash  receipts  from  all  farm  products. 

Harvested  acreage  of  tobacco  and  comparisons  with  59  crops  harvested  for  selected 
periods,  1955  through  1969,  were: 


Year 


Acreage  harvested 


Tobacco 


59  crops 


Percentage  that  tobacco  is  of: 
59  crops  harvested 


1,000 

acres       

1955 
1960 
1965 

1,495 

1,142 

977 

331,902 
315,818 
290,958 

1970 

893 

289,496 

Change: 

1955  - 

1969 

-40 

-13 

Percent 

0.45 
0.36 
0.34 
0.31 


Acreage  of  59  principal  crops  harvested  underwent  a  14  percent  decline  while  tobacco 
acreage  harvested  decreased  38  percent  from  1955  through  1969.  Per  capita  consumption 
of  all  tobacco  products  also  declined  from  12.0  pounds  in  1955  to  10.1  pounds  in  1969, 
or  a  16  percent  decrease. 

Notwithstanding  the  declining  relative  importance  of  tobacco,  it  still  ranked  as  the 
most  important  cash  crop  in  North  Carolina,  South  Carolina,  and  Kentucky;  the  third 
most  important  cash  crop  in  Connecticut,  Virginia,  and  Tennessee;  and  the  fourth  ranked 
cash  crop  in  Massachusetts  and  Maryland  in  1968. 


while  the  major  cooper- 
ative effort  in  the  tobacco 
industry  is  to  administer 
the  price  support  program 
for  their  members,  some 
farm  supply  cooperatives 
do  provide  certain  produc- 
tion services,  such  as 
fumigating  tobacco  plant 
beds. 
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Cooperative  Trends 

From  1950-51  to  1955-56,  the  number  of  cooperatives  handling  tobacco  increased 
from  25  to  33,  but  since  then  the  number  has  declined  to  28.  On  the  other  hand,  dollar 
volume  of  tobacco  over  the  20-year  period  was  up  200  percent  and  the  estimated  percent 
of  the  total  tobacco  volume  handled  by  cooperatives  increased  from  around  1 5  percent  in 
1955-56  to  about  27  percent  in  1969-70.  This  is  explained  for  the  most  part  by  the 
important  role  of  cooperatives  in  administering  the  mandatory  price  support  program  for 
tobacco. 

Trends  in  the  number  of  cooperatives  handling  tobacco,  their  membership,  and 
estimated  business  volume  for  selected  periods,  1950-51  through  1969-70,  were: 


Cooperative 

Proportion  of 

Period 

'       Associations 

Memberships      \ 

Net  volume  of 
business 

business  through 
cooperatives 

Number 

Thousands    — 

—    Million  dollars 

—       Percent       — 

1950-51 

24 

604 

126 

(0 

1955-56 

33 

585 

190 

15 

1960-61 

30 

216 

140 

12 

1965-66 

31 

548 

262 

22 

1969-70 

28 

312 

377 

27 

Not  available. 


Comparatively  little  integration  or  diversification  has  taken  place  in  the  operation  of 
tobacco  cooperatives.  Some  tobacco  marketing  cooperatives  operate  auction  warehouses, 
redrying  and  storage  facilities,  and,  in  varying  degrees,  purchase  production  supplies  for 
their  members.  The  primary  activity  of  many,  however,  is  to  administer,  for  their 
members,  the  price  support  program  under  contractual  arrangements  with  Commodity 
Credit  Corporation  and  with  proprietary  auction,  redrying,  and  storage  warehouse 
operators. 

Because  most  tobacco  cooperatives  handle  only  tobacco  that  fails  to  bring  a  bid  above 
the  support  price,  the  physical  volume  handled  varies  from  one  crop  year  to  the  next 
beyond  the  cooperative's  management  control.  As  a  precondition  to  channeling  tobacco 
through  tobacco  cooperatives  to  receive  the  support  price,  growers  must  produce  tobacco 
within  their  acreage  and  tobacco  allotment  and  must  be  a  member  of  the  cooperative. 
Thus,  data  on  memberships  included  show  a  widely  fluctuating  pattern  because  they 
include  only  growers  who  participated  in  price  stabilization  programs  in  the  period 
indicated. 


Comparisons  of  Four  Largest  Tobacco  Cooperatives 

With  Four  Other  Businesses  Having  the  Largest 

Tobacco  Manufacturing  Business 

Comparative  combined  data  for  the  four  largest  tobacco  marketing  cooperatives  and 
for  the  four  business  firms  having  the  largest  tobacco  manufacturing  business  for  1960, 
1965,  and  1970  were: 


Type  of  firm 

Increase  or 

and 

1960 

1965 

1970 

(decrease) 

financial  comparisons 

1960  to  1970 

Million  dollars 

Percent 

-- 

Tobacco  cooperatives 

Dollar  volume 

194 

85 

181 

(7) 

Total  assets 

27 

8 

21 

(22) 

Member  equity 

6 

7 

6 

— 

Other  business  firms 

Dollar  volume  —  total 

3,683 

4,306 

7,365 

100 

Dollar  volume  —  tobacco 

1/ 

1/ 

5,687 

— 

Net  worth 

1,562 

1,857 

1,909 

22 

Profits 

217 

267 

420 

93 

Total  assets 

2,829 

3,059 

5,631 

99 

Not  available. 
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These  data  indicate  that  only  limited  information  is  available  on  the  financial  status 
and  operations  of  the  four  largest  cooperatives  and  tobacco  manufacturing  firms  for 
selected  periods.  The  cooperatives  perform  rather  limited  functions:  —  that  of  assembling, 
redrying  and  storing,  and  selling  to  manufacturing  firms. 

The  four  manufacturing  firms  not  only  are  involved  in  redrying  and  storing  tobacco, 
but  also  manufacture  and  sell  tobacco  in  a  wide  variety  of  forms.  In  addition,  these  firms 
operate  highly  diversified  enterprises  that  include  food,  liquor,  transportation,  land 
development,  and  office  equipment,  to  name  a  few. 

The  cooperatives  show  little,  if  any,  growth  in  dollar  volume,  total  assets  or  member 
equity  from  1960  through  1970.  The  contrast  for  essentially  the  same  factors  with  the 
four  tobacco  manufacturing  firms  is  quite  apparent.  For  example,  the  cooperatives'  sales 
decreased  while  the  four  tobacco  firms'  total  sales  doubled  during  the  period.  The 
cooperatives'  net  worth  remained  at  the  same  level  over  the  10-year  period;  the  four 
manufacturing  firms'  net  worth  increased  22  percent. 

As  a  result  of  these  trends,  total  sales  of  the  four  cooperatives  were  equal  to  only  2.5 
percent  of  the  total  sales  of  the  four  manufacturing  firms  in  1970  compared  with  5 
percent  in  1960.  (The  cooperatives'  sales  were  3.2  percent  of  the  other  firms'  tobacco 
sales  in  1970.) 

The  tobacco  manufacturing  firms  have  embarked  on  quite  extensive  diversification 
activities  to  the  extent  that  tobacco  sales  now  comprise  only  about  55  percent  of  total 
sales  in  one  firm,  73  percent  in  another,  77  percent  in  a  third,  and  95  percent  in  the 
fourth. 

Only  one  of  the  four  manufacturing  firms  appears  to  have  concerned  itself  with  any 
degree  of  integration.  This  example  is  the  manufacturing  of  aluminum  foil  of  which  about 
47  percent  of  its  total  output  is  used  in  its  cigarette  packages. 

Summary  Observations 

The  top-ranked  tobacco  manufacturing  corporation  derived  about  three-fourths  of  its 
total  net  sales  from  tobacco  products.  About  half  of  its  tobacco  sales  were  from  domestic 
operations  and  half  from  foreign  operations.  Foods  accounted  for  half  of  the  remainder, 
while  distilled  beverages,  office  services  and  supplies,  and  hardware  made  up  the  rest.  This 
firm  acquired  five  other  firms  in  1970  at  a  purchase  price  of  between  $400  million  and 
$500  million.  A  further  indication  of  the  financial  strength  of  this  firm  is  indicated  by  its 
ability  to  absorb  a  substantial  loss  incurred  by  one  of  its  food  processing  subsidiaries  as  a 
result  of  the  government's  prohibition  of  sales  of  foods  containing  cyclamates  and  then 
aggressively  promoting  several  new  food  products. 

The  second-ranked  tobacco  manufacturing  firm  derived  about  75  percent  of  its  sales 
from  tobacco,  15  percent  from  transportation  operations,  and  10  percent  from  foods  and 
beverages,  aluminum  products,  packaging,  and  corn  products.  The  firm  presently  is  in  the 
process  of  divesting  itself  of  a  corn  products  subsidiary  and  of  acquiring  a  ship  line.  It  also 
has  substantial  investments  in  a  foreign  oil  refinery. 

The  third-ranked  tobacco  manufacturing  firm  derives  about  90  percent  of  its  sales 
from  tobacco,  5  percent  from  packaging  products,  and  5  percent  from  beverages. 
Through  subsidiaries,  the  firm  also  manufactures  and  distributes  razor  blades,  chewing 
gum,  and  has  substantial  investments  in  a  land  development  company. 

The  fourth-ranked  tobacco  manufacturing  firm  is  the  most  diversified  of  the  group. 
Only  55  percent  of  its  total  sales  derives  from  tobacco.  The  remaining  important  sales 
items  are:  Alcoholic  beverages  and  pet  foods,  about  20  percent  each;  and  grain  cereals, 
household  cleaning  products,  and  watch  bands  accounting  for  much  of  the  remainder. 
This  firm  also  has  entered  the  real  estate  field  with  a  relatively  modest  investment  in 
1970. 

In  addition  to  their  commercial  activities,  all  of  these  firms  commit  substantial 
resources  to  research  and  development  as  well  as  advertising  and  promotion.  They  move 
funds  in  and  out  of  corporate  ventures  where  profitability  is  at  stake.  All  have 
consistently  been  included  in  the  "Fortune  500"  list  during  the  period  1959  through 
1970. 

59 


The  cotton  industry  is  characterized  by  a  relative  decline  in  income  when  compared 
with  income  from  all  crops  and  all  farm  products.  The  sale  of  cotton  and  cottonseed, 
however,  still  constitutes  the  major  source  of  income  for  more  than  300,000  farmers 
throughout  the  cotton  belt.  The  U.S.  Department  of  Agriculture  reports  that  the  value  of 
cotton  lint  and  seed  sold  declined  from  about  $2.4  billion  to  $1.1  billion  or  48  percent 
from  1950  through  1970.^ 

Cash  receipts  from  cotton  lint  and  seed  represented  20  percent  of  all  cash  receipts 
from  crops  in  1950  and  only  6  percent  in  1970.  Its  share  of  total  cash  receipts  from  all 
farm  products  fell  from  9  to  3  percent  during  the  same  period. 

Trends  in  cash  receipts  from  cotton  (lint  and  seed)  and  comparison  with  cash  receipts 
from  all  crops  and  all  farm  products  for  selected  years,  1950  through  1970,  were: 


The  four  largest  cotton  co- 
operatives are  working 
together  to  expand  export 
markets  in  an  organization 
called  AMCOT,  Inc.. 
Bakersfield,  Calif.  The  four 
organizations  account  for 
25  percent  of  U.S.  cotton 
production.  The  scene 
above  is  at  the  height  of 
the  season  around  the 
Oklahoma  Cotton  Cooper- 
ative Compress  at  Altus,  a 
division  of  Plains  Cotton 
Cooperative  Association, 
Lubbock,  Tex. 


Cash  receipts  from: 

Percent  that  cotton  is  of: 

Year 

:         Cotton 
:     lint  &  seed 

All                   : 
.          crops             . 

All  farm 
products 

All 
crops 

:      All  farm 
.      products 

1950 
1955 
1960 
1965 
1970 

2,434 
2,580 
2,340 
2,330 
1,267 

Million   dollars 

12,410 
13,523 
15,208 
17,392 
19,636 

28,512 
29,490 
34,154 
39,350 
49,231 

20 
19 
15 
13 
6 

Percent 

9 
9 

7 
6 
3 

The  cash  receipts  reported  in  the  above  tabulation  for  cotton  lint  and  seed  for  1970  are  not  entirely 
comparable  to  the  preceding  years  because  of  changes  in  the  Department's  cotton  program.  Prior  to 
1964,  price  supports  were  primarily  reflected  directly  in  the  market  prices  received  by  farmers.  In 
1964,  price  support  payments  were  introduced  —  in  1965,  they  were  4.35^  per  pound  and  in  1970 
they  were  16.80</per  pound  and  totaled  $915  million.  These  support  payments  were  not  reflected  in 
the  market  prices  producers  received.  Other  factors  contributing  to  lower  cash  receipts  from  cotton  in 
1970  were  declines  in  harvested  acreage  and  average  yield.  Harvested  acres  declined  from  13.6  million 
in  1965  to  11.2  million  in  1970.  During  the  same  years,  average  yield  declined  from  527  pounds  per 
acre  to  441  pounds  per  acre. 


Most  industry  leaders  report  that  other  factors  contributing  to  changes  in  relative 
importance  of  cotton  is  due  to  the  combination  of  high  production,  processing,  and 
handling  costs  and  the  rapid  expansion  of  manmade  fiber  used  by  domestic  and  foreign 
mills. 
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Cooperative  Trends 

In  the  period  1950-51  through  1969-70  (1)  the  number  of  cooperatives  handling 
cotton  and  cottonseed  remained  about  the  same,  (2)  dollar  volume  of  business  rose  36 
percent,  and  (3)  memberships  in  cotton  and  cottonseed  associations  declined  about  34 
percent.  It  should  be  emphasized  again  that  these  data  apply  to  all  services  provided  by  all 
types  of  cotton  cooperatives  and  include  ginning,  lint  marketing,  compressing,  warehous- 
ing, and  cottonseed  processing. 

Trends  in  number  of  cotton  cooperatives,  net  volume  of  business,  and  memberships 
for  selected  periods,  1950-51  through  1969-70,  were: 


Period 

:          Associations            . 

:              handling 

•  cotton  and  cottonseed  : 

Net  volume 
of  business 

Memberships 

Number 

—  Million  dollars 

Number  (1,000)  — 

-  - 

1950-51 

550 

320 

399 

1955-56 

558 

479 

511 

1960-61 

561 

591 

376 

1965-66 

537 

828 

301 

1969-70 

554 

434 

265 

Estimates  indicate  the  share  of  the  total  market  held  by  cooperatives  increased  from 
12  to  22  percent  from  1950-51  through  1960-61,  and  from  22  to  26  percent  from 
1960-61  to  1969-70. 

As  of  1969-70,  86  percent  of  all  cotton  cooperatives  had  an  annual  business  volume  of 
less  than  $1  million,  and  98  percent  did  less  than  $10  million  annually.  The  percentage  of 
total  net  volume  of  marketing,  supply,  and  related  service  cooperatives  accounted  for  by 
cotton  cooperatives  declined  from  3.9  to  2.3  percent  from  1950-51  through  1969-70. 


Concentration  of  Business 


Dollar  volume  of  the  four  largest  cotton  cooperative  associations  were  $275  million  in 
1960-61,  $380  million  in  1965-66,  and  $275  million  in  1969-70. 

As  measured  by  the  value  of  cotton  and  cotton  products  handled,  the  four  largest 
cotton  cooperatives  experienced  a  decline  of  5  percent  from  1960-61  through  1969-70. 
At  least  one  cooperative  in  this  category  has  been  busy  in  merger  activity  since  1960. 
Therefore,  1969-70  figures  also  reflect  volume  obtained  through  external  growth. 

Insufficient  data  on  the  operations  of  other  large  corporations  that  handle  cotton  do 
not  permit  a  comparison  of  trends  in  the  sales,  assets,  net  margins,  and  net  worth  of  these 
firms  with  cooperatives. 


Stored  bale  cotton  is  being 
moved  more  and  more  in 
export  containers  that  are 
loaded  aboard  container 
ships. 
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Feed  manufacturing  and 
delivery  has  become  highly 
automated.  Least-cost  feed 
rations  can  now  be  devel- 
oped by  computer.  Ingredi- 
ents are  mixed  from  push- 
button panels.  Feed  can  be 
transported  in  bulk  to 
farms  in  trucks  with  capac- 
ities up  to  18  tons  and 
delivered  by  chain  and 
paddle,  auger,  air,  or  com- 
binations of  each. 


Farmers  spend  more  for  feed  each  year  than  for  any  other  operating  supply  item.  They 
bought  almost  $7.1  billion  worth  of  feed  in  1970.  This  was  an  increase  of  44  percent  over 
their  purchases  in  1960.  In  addition,  many  feed  manufacturers  and  commercial  feedlot 
operators  manufactured  large  quantities  of  feed  for  feeding  their  own  animals  and  those 
of  others. 

A  recent  study  by  the  Department  of  Agriculture  indicated  that  in  1969  there  were 
about  7,300  feed  manufacturing  establishments  in  the  United  States  producing  1,000  or 
more  tons  of  feed.  These  establishments  operated  about  8,000  mills  and  produced  nearly 
94  million  tons  of  feed  during  the  year.  The  researchers  estimated  that  about  two-thirds 
of  this  production  —  63  milUon  tons  —  entered  commercial  marketing  channels  in  1969. 

The  American  Feed  Manufacturing  Association  estimates  that  the  volume  of  formula 
feeds  entering  commercial  channels  in  the  United  States  has  increased  from  51  million 
tons  in  1960  to  71  million  tons  in  1970.  This  is  a  38  percent  increase. 

Some  firms  produce  and  sell  mainly  complete  feeds;  others,  supplements  and 
concentrates.  Many  large  mills  in  the  Corn  Belt  produce  premixes  (relatively  high  analysis 
protein  feeds)  which  are  then  added  to  grains  by  feeders  or  by  custom  grinding  and 
mixing  retail  firms. 

Significant  changes  have  occurred  in  the  feed  industry  in  recent  years.  They  include 
decentralization  from  large  terminal,  continuous  line-mix  mills  to  regional  and  satellite 
batch-mix  mills;  shifts  in  location  of  mills  due  to  changes  in  milling-in-transit  privileges 
and  other  changes  in  transportation  rates  and  operations;  construction  of  fully  automated 
mills;  preparation  of  more  complete  feeds  containing  drugs,  minerals,  and  vitamins; 
delivery  of  much  of  the  feed  in  bulk;  manufacture  of  feed  by  firms  engaged  in  contract 
production  and  by  operators  of  cattle  feedlots;  construction  of  many  small  mills  by  grain 
marketing  firms  in  grain  producing  areas;  and  diversification  into  other  lines  of  business 
by  the  largest  feed  companies. 

Since  1960,  many  firms  have  shifted  their  feed  manufacturing  operations  to  the  grain 
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deficit  areas  in  response  to  the  development  of  large  broiler  or  layer  operations  in  these 
areas.  As  a  result,  an  increasing  proportion  of  the  formula  feed  is  being  produced  in 
relatively  small,  highly  automated  regional  or  satellite  mills. 

The  shift  of  the  feed  manufacturing  industry  to  the  South  and  West  is  an  example  of 
decentralization  on  the  one  hand  and  an  attempt  to  become  better  oriented  with  demand 
on  the  other.  Traditionally,  flour  mills,  terminal  elevators,  and  feed  manufacturing 
establishments  were  located  in  grain  surplus  areas  and  in  cities  with  good  transportation 
facilities,  i.e.,  St.  Louis,  Cincinnati,  and  Chicago.  For  many  years,  the  large  terminal  mills 
located  in  Ohio,  Pennsylvania,  Illinois,  and  Missouri  manufactured  most  of  the  formula 
feeds  consumed  in  the  Northeastern  and  Southeastern  states. 

About  two-thirds  of  the  formula  feeds  are  now  delivered  from  mills  to  farms  in  bulk 
and  the  proportion  is  still  increasing.  Until  quite  recently,  most  of  the  old-line  feed 
manufacturing  firms  specialized  in  the  production  of  poultry  and  animal  feeds.  Since 
World  War  II  —  and  particularly  since  1960  —  these  feed  manufacturers  have  diversified  to 
such  an  extent  that  the  sale  of  manufactured  feeds  in  many  cases  is  no  longer  the  major 
source  of  income.  Moreover,  most  have  integrated  their  operations  into  production  or 
contract  production,  processing,  and  marketing  of  eggs,  broilers,  turkeys,  and  other  meat 
products. 

Cooperative  Trends 

Trends  in  cooperative  sales  of  feeds,  and  the  share  of  the  farm  market  in  the  United 
States  that  they  represented  from  1960  through  1970,  were: 


Cooperative 

Expenditures 

Feed  sales 

sales  as  percent 

Number  of  local 

Year 

by  farmers 

by  local 

of  farmers' 

cooperative  outlets 

for  feed' 

cooperative 
outlets 

total  expenditures 
for  feed 

handling  feed 

Million 

dollars 

Percent  

Number       - 

1960 

4,923 

885 

18 

4,489 

1961 

5,122 

891 

17 

4,412 

1962 

5,575 

935 

17 

4,395 

1963 

6.128 

993 

16 

4,373 

1965 

5,715 

1,038 

18 

4,380 

1965 

5,749 

1,034 

18 

4,363 

1966 

6,324 

1,057 

17 

4,301 

1967 

6,472 

1,144 

18 

4,258 

1968 

5,894 

1,173 

20 

4,228 

1969 

6,477 

1,159 

18 

4,215 

1970 

7,068 

1,227 

- 

4,216 

Change: 
1960  -   1970 

44 

retcent 

39 

- 

-6 

In  calendar  years. 

In  fiscal  or  calendar  years. 


A  total  of  4,216  cooperatives  had  net  feed  sales  (after  excluding  intercooperative 
business)  of  $1.2  bilHon  in  1970.  This  was  18  percent  of  the  total  expenditures  all 
farmers  made  for  feed  that  year.  This  was  the  same  as  the  cooperative  percentage  in  1960 
when  cooperative  sales  were  $885  million. 

Feed  sales  of  cooperatives  increased  about  39  percent  from  1960  through  1970 
compared  with  a  44  percent  increase  in  total  expenditures  for  feed  by  all  farmers  in  the 
United  States. 

The  recent  study  conducted  by  the  Department  of  Agriculture,  and  referred  to 
previously,  indicated  that  the  regional  and  local  farm  cooperatives  operated  nearly  1,700 
feed  establishments  each  of  which  produced  1,000  tons  or  more  of  formula  feeds  in 
1969.  Their  production  was  more  than  18  million  tons  or  19  percent  of  all  formula  feed 
produced  in  the  United  States  that  year.  The  cooperative  proportion  of  18  percent,  based 
on  value,  was  lower  because  total  feed  expenditures  included  purchases  of  feed  by  feeders 
direct  from  other  farmers. 
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Comparison  of  Four  Cooperatives  Having  the  Largest  Feed  Sales 
With  Four  Other  Businesses  Having  the  Largest  Feed  Sales 


It  was  not  possible  to  compare  the  total  feed  sales  of  the  four  cooperatives  having  the 
largest  feed  business  with  the  four  other  businesses  because  the  latter  firms  do  not 
indicate  in  their  annual  reports  sales  for  each  of  the  main  products  handled  in  1970.  In 
fact,  no  data  were  available  from  one  firm  believed  to  be  in  the  top  four  so  the  fifth 
ranking  one  had  to  be  used. 

One  company  report  discussed  the  following  major  operating  groups  and  divisions:  (1) 
Agriculture  Group  —  consisting  of  chow,  poultry  and  egg,  grain  and  soybeans,  and  special 
industries  divisions;  (2)  Consumer  Products  Group  —  with  grocery  products  and  seafood, 
and  other  foods  divisions;  (3)  International  Group  —  with  agri-products  and  consumer 
products  division;  and  (4)  Restaurant  Group. 

A  second  firm  had  these  divisions:  feeds,  soybean  and  alfalfa,  poultry  products,  and 
leather  goods.  A  third  firm  had  a  feed  division  and  a  chemurgy  division. 

The  fourth  one  did  not  list  divisions  but  the  principal  products  it  sells  include  fresh 
dairy  products;  manufactured  milk  products;  pet  foods;  specialty  items;  packaged  cereals 
and  feeds;  tomato,  fruit  and  vegetable  products;  containers  (cans);  and  processed  meat 
products. 

In  comparing  trends  1960  to  1970  the  following  basis  was  used:  (1)  The  four  other 
businesses  believed  to  have  the  largest  feed  sales  in  1970  also  were  used  in  1965  and 
1960,  and  (2)  the  four  cooperatives  with  the  largest  feed  sales  in  each  specified  year  were 
used.  As  a  result  the  four  largest  in  1970  were  also  the  largest  in  1965,  but  only  one  of 
these  was  the  largest  in  1960. 

Neither  the  data  on  the  cooperatives  or  other  business  firms,  therefore,  reflected  1960 
and  1965  operations  and  financial  status  of  the  organizations  that  had  been  merged  into 
the  top  four  of  each  type  by  1970. 

Total  feed  sales  of  the  four  largest  cooperatives  were  $226  miUion  in  1960,  $273 
million  in  1965,  and  $367  million  in  1970.  The  increase  was  62  percent  from  1960 
through  1970. 

Following  are  several  comparisons  of  the  total  operations  and  financial  status  of 
cooperatives  and  other  firms  engaged  in  the  feed  business. 

Total  Sales  —  The  tabulation  below  indicates  total  sales  of  the  four  other  businesses 
that  had  the  largest  feed  business,  increasing  from  $1.3  billion  in  1960  to  $3.7  billion  in 
1970,  or  178  percent: 


Year 


Four 
cooperatives 


Four  other 
businesses 


Cooperative  sales  as 

percent  of  sales  of  other 

businesses 


Million 


1960 
1965 
1970 


374 
724 

1,164 


1,310 
2,110 
3,646 


Percent 

29 
34 
32 


Change: 
1960  -   1970 


211 


-  Percent 
178 


Total  sales  of  the  four  largest  cooperatives  increased  from  $374  million  in  1960  to 
$1.2  billion  in  1970.  This  was  an  increase  of  211  percent. 

Cooperative  volume  in  1970  was  equal  to  32  percent  of  the  sales  of  the  four  other 
businesses.  This  compares  with  29  percent  in  1960. 
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Net  Margins  —  The  net  margins  on  combined  sales  of  the  four  largest  other  businesses 
increased  from  $36  million  in  1960  to  $129  million  in  1970.  The  net  margins  realized  by 
the  four  cooperatives  rose  from  $16  million  to  $45  million  during  the  same  period.  This  is 
an  increase  of  258  percent  and  181  percent,  respectively,  in  10  years  as  shown  in  the 
following  tabulation: 


Net  margins  of 

Year 

:               Four 

Four  other 

cooperatives  as  percentage 

:         cooperatives 

:           businesses 

:           of  net  margins  of 
other  businesses 

1960 
1965 
1970 


16 

37 
45 


Million  dollars 

36 

63 

129 


Percent 

44 
59 
35 


Increase, 
1960  -   1970 


181 


Percent 
258 


Total  net  margins  of  the  four  cooperatives  were  equal  to  35  percent  of  those  of  the 
four  other  businesses  in  1970  compared  with  44  percent  in  1960. 

Total  Assets.  —  Combined  assets  of  the  four  other  businesses  more  than  doubled,  from 
$724  million  in  1960  to  $1.5  billion  in  1970.  Combined  assets  of  the  four  cooperatives 
increased  more  than  three-fold  during  the  same  period  —  from  $234  million  to  $885 
million.  Assets  of  the  cooperatives  thus  were  equal  to  58  percent  of  those  of  the  other 
firms  in  1970  contrasted  to  32  percent  in  1960.  These  comparisons  were: 


Year 


Four 
cooperatives 


:  Assets  of  four 

Four  other  :  cooperatives  as  percentage 

businesses  :  of  assets  of  other 

:  businesses 


—  Million 

dollars 

1960 

234 

724 

1965 

535 

1,011 

1970 

885 

1,532 

Change: 

1960  - 

1970 

279 

112 

Percent 

32 
53 
58 


Net  Worth.  —  Combined  net  worth  of  the  four  firms  reporting  the  largest  feed  business 
increased  from  $362  million  in  1960  to  $839  million  in  1970  —  or  nearly  132  percent. 
Combined  net  worth  of  the  four  farm  cooperatives  increased  by  106  percent  during  the 
10-year  period  —  $175  million  to  $360  million.  Their  net  worth  was  equal  to  43  percent 
of  the  net  worth  of  four  other  businesses  in  1970  compared  with  48  percent  in  1960. 


Year 


Four 
cooperatives 


Four  other 

business 

firms 


Net  worth  of  coopera- 
tives as  a  percent 
of  net  worth  of  other 
business  firms 


1960 
1965 
1970 


175 
163 
360 


Million  dollars 

362 
518 
839 


Percent 

48 
51 
43 


Change 

1960  -   1970 


106 


Percent 
132 


Number  Employees.  —  The  four  other  businesses  employed  55,300  people  in  fiscal 
1970.  This  was  more  than  three  times  the  16,559  employed  by  the  four  largest 
cooperatives. 

Number  of  Stockholders  and  Members.  —  In  their  annual  reports  for  1970,  the  four 
largest    feed    firms    reported    44,056    stockholders.    The    four    cooperatives    reported 
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1,095,000  members  served  directly  or  through  their  affiliated  local  co-ops  in  1970. 

Types  and  number  of  plants  that  the  four  other  businesses  engaged  in  the  formula  feed 
business  operated  in  1970  were: 


Type  of  plant  or  operation 


Plants  located  in 
United  States 


Plants  located  in 
foreign  countries 


Feed  mills 

Soybean  mills 

Soybean  oil  refineries  (for  human  consumption) 

Grain  merchandising 

Pet  food 

Cereals 

Poultry  processing 

Egg  processing 

Breeder  farms  and  hatcheries 

Food  processing 

Butter  and  cheese  manufacture 

Evaporated  milk 

Instant  milk  products 

Fresh  milk  and  ice  cream 

Milk  condensaries  &  powdered  milk 

By-products 

Can  factories 

Sub-total 
Restaurants 
Consumer  products 

Total 


Nun 

143 

2ber 

40 

15 

0 

2 

0 

27 

0 

18 

0 

4 

0 

35 

9 

12 

0 

23 

10 

23 

4 

0 

4 

15 

5 

5 

0 

23 

0 

0 

16 

8 

0 

15 

5 

368 

93 

450 

0 

0 

5 

818 


98 


Diversification  and  Integration.  —  As  stated  previously,  both  the  cooperatives  and  the 
other  businesses  handling  feed  have  undergone  a  considerable  amount  of  diversification 
and  integration  since  World  War  II,  but  the  other  businesses  appear  to  have  moved  further 
in  this  direction. 

Summary  Observations 

1.  Farmers'  expenditures  for  feed  increased  about  44  percent  from  1960  through 
1970  and  cooperatives'  sales  of  feed  increased  39  percent  during  this  period.  Major 
changes  have  occurred  in  the  commercial  feed  industry  in  the  past  decade,  with 
decentralization  and  automation  of  mills  and  bulk  delivery  of  feed  among  the  most  far 
reaching. 

2.  Data  were  not  available  on  the  feed  sales  and  mill  production  of  the  four  other 
business  firms  having  the  largest  feed  business.  Various  reports  indicated,  however,  that 
they  have  entered  numerous  other  lines  of  business  in  the  past  decade.  The  four 
cooperatives  with  largest  feed  volume  in  1970  have  continued  to  diversify  their  farm 
supply  operations.  Feed  accounted  for  about  32  percent  of  their  total  supply  sales  in 
1970. 

3.  The  four  cooperatives  with  largest  feed  volumes  showed  a  greater  percentage 
increase  in  total  sales  and  total  assets  than  did  the  four  other  business  firms  from 
1960-1970.  The  cooperatives,  however,  had  smaller  percentage  increases  in  net  margins 
and  net  worth  than  the  other  businesses. 

The  four  cooperatives'  sales  and  net  margins  were  equal  to  32  percent  and  35  percent 
of  the  respective  sales  and  net  income  of  the  four  other  businesses  in  1970.  The  assets  of 
the  four  cooperatives  were  equal  to  58  percent  and  their  net  worth  was  equal  to  43 
percent  of  the  assets  and  net  worth,  respectively,  of  the  other  businesses. 

In  absolute  terms,  total  sales  of  cooperatives  increased  $790  million  from  1960-1970, 
while  those  of  the  four  other  firms  increased  $2.3  billion.  Net  margins  of  the  cooperatives 
increased  $29  million  versus  $93  million  for  the  other  firms.  Cooperatives'  assets 
increased  $651  million  and  their  net  worth  went  up  $185  million  versus  increases  of  $808 
million  and  $477  million,  respectively,  for  the  four  other  businesses. 
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Fertilizer  use  in  the  United  States  has  increased  rather  consistently  each  year  since 
1950.  Annual  sales  first  exceeded  10  million  tons  in  1942,  and  20  million  tons  in  1951. 
They  had  doubled  again  by  1970. 

Increases  in  use  of  major  types  of  fertilizer  from  1961  to  1970  were:  mixtures  from 
15.7  million  to  20.9  million  tons;  nitrogen  from  5  million  to  11.9  million;  and  potash 
from  0.5  million  to  2.4  miUion  tons.  Phosphate  materials  declined  from  2.6  miUion  to  2.5 
million  tons. 

In  the  past  decade,  there  has  been  considerable  change  also  with  respect  to 
geographical  areas  of  heaviest  fertilizer  use  and  in  the  form  in  which  it  is  used.  For 
example,  in  the  crop  year  1960-61,  consumption  of  fertilizer  mixtures  and  materials  in 
the  West  North  Central  States  totaled  3.3  million  tons  while  use  in  the  South  Atlantic 


Eighteen  regional  farm 
supply  and  marketing  co- 
operatives have  formed  a 
single  cooperative,  CF  In- 
dustries, Inc.,  Chicago,  to 
engage  in  fertilizer  man- 
ufacturing. CF  Industries' 
plant  near  Bartow,  Fla.,  is 
one  of  the  world's  largest 
phosphate  chemical  com- 
plexes. In  1972,  this  plant 
produced  in  excess  of  one 
million  tons  of  diam- 
monium  phosphate.  CF  In- 
dustries also  has  extensive 
manufacturing  facilities  for 
other  basic  plant  nutrients. 
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region  was  6.3  million  tons.  By  1969-70,  consumption  had  increased  to  8.6  million  tons 
in  the  North  Central  area  and  to  7.7  million  tons  in  the  South  Atlantic  region. 

During  this  period,  sales  of  dry  mixtures  in  the  United  States  had  declined  from  61 
percent  to  53  percent  of  total  sales.  Sales  of  dry  direct  application  materials,  such  as 
ammonium  nitrate  and  superphosphate,  increased  from  27  percent  to  32  percent  of  the 
total  during  the  period.  Sales  of  liquid  nitrogen  increased  from  2.2  million  tons,  or  9 
percent  of  the  total,  in  1960-61  to  more  than  7.4  million  tons,  or  19  percent  of  the  total, 
in  1969-70. 

Average  prices  that  farmers  paid  for  the  more  popular  mixed  grades  and  for  potash 
have  changed  little  between  1960  and  1970,  but  prices  for  anhydrous  ammonia  and 
ammonium  nitrate  declined  sharply,  and  those  for  superphosphate  moderately. 

Farmers'  total  expenditures  for  fertilizer  and  lime  increased  from  $978  million  in  1950 
to  $1.3  billion  in  1960  and  to  $2  biUion  in  1970.  This  was  an  increase  of  115  percent 
from  1950  to  1970  and  59  percent  from  1960  to  1970. 

Few  industries  have  experienced  such  changes  in  ownership  and  structure  in  recent 
years  as  the  plant  food  industry.  Until  the  late  1950's,  there  were  separate  basic 
producers  for  each  of  the  primary  plant  nutrients  —  nitrogen,  phosphates,  and  potash. 
They  sold  their  products  to  regional  fertilizer  companies  who  combined  some  into  various 
mixtures  and  handled  some  as  straight  materials  —  both  for  sale  to  independent  dealers. 

The  continued  rapid  increase  in  use  of  fertilizer  —  especially  liquid  nitrogen  which 
commanded  wide  margins  —  and  prospects  for  exports  under  government  aid  programs, 
attracted  the  attention  of  other  businesses. 

Many  of  the  major  oil  companies  were  already  producing  anhydrous  ammonia  as  a 
by-product  of  their  petroleum  operations.  Others  were  producing  natural  gas  —  an 
ingredient  for  producing  hydrogen  —  which  combined  with  nitrogen,  produces  synthetic 
ammonia.  Seeking  diversification,  a  number  of  these  companies  began  to  add  ammonia, 
ammonium  nitrate,  and  urea  plants  and  to  branch  out  into  other  phases  of  the  fertilizer 
industry.  Five  oil  companies  acquired  phosphate  deposits  in  Florida,  and  two  additional 
companies  leased  potash  reserves  in  Canada.  Moreover,  two  of  the  major  producers  of 
sulfur  moved  into  phosphates  by  acquiring  reserves  in  South  Carolina  and  Florida.  By 
1967,  a  dozen  petroleum  companies  were  basic  producers  of  two  of  the  three  primary 
plant  nutrients. 

At  the  same  time,  the  well-financed  oil  companies  were  entering  the  fertilizer  business, 
four  of  the  major  old-line  fertilizer  companies  were  also  expanding  at  a  rapid  rate. 

Between  1963  and  1968,  the  capacity  of  the  phosphate  rock  mines  had  increased 
nearly  two-fold  —  from  20  to  39  million  tons.  Ammonia  capacity  had  more  than  doubled 
—  5.5  to  12.1  million  tons,  partially  because  larger,  lower  cost  plants  were  developed. 
And  potash  capacity  in  North  America  —  mainly  Canada  —  had  jumped  from  3.5  million 
tons  in  1963  to  9.6  million  in  1968  —  a  170  percent  rise. 

Although  domestic  consumption  of  fertilizer  continued  upward,  foreign  volume  did 
not  materialize  as  anticipated  and  both  excess  capacity  and  production  of  several 
products  occurred.  As  a  result  prices  in  1968  and  1969  dropped  drastically  for  anhydrous 
ammonia,  ammonium  nitrate,  and  ammonium  phosphates. 

Since  then  some  of  the  older  plants  have  been  closed,  the  supply  and  demand  for 
nitrogen  fertilizer  has  gradually  come  into  better  balance,  and  prices  advanced  slightly 
during  the  first  six  months  of  1971  over  the  low  point  reached  in  1970.  Prices  for 
phosphates  and  potash  also  advanced  in  the  first  half  of  1971. 

Cooperative  Trends 

A  total  of  4,294  cooperatives  had  gross  fertilizer  sales  of  about  $1.2  billion  and  net 
sales  (after  eliminating  intercooperative  business)  of  $657  million  in  1969-70.  Net  sales 
have  increased  317  percent  since  1950-51. 

The  number  of  cooperatives  handling  fertilizer  and  their  sales  of  fertilizer  and  lime  in 
specific  periods,  1950-51  through  1969-70,  were: 
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Year 


1950-51 
1955-56 
1960-61 
1965-66 
1969-70 


Cooperatives 
handling 
fertilizer 


Fertilizer  and  lime  sales 


Number 

3.352 
4,011 
4,376 
4,363 
4,294 


Gross 


Net 


Share  of  total 
farm  market 


Million 

261 
419 
630 

1,034 

1,185 


156 
261 
362 
562 
651 


—Percent  — 

15 
21 
24 
30 
32 


Change: 

1950-51  to  1969-70 


28 


Percent 


354 


321 


Cooperatives  now  supply  about  32  percent  of  the  farm  market  compared  with  24 
percent  in  1960-61  and  15  percent  in  1950-51. 

Cooperatives  have  made  significant  progress  in  integrating  their  fertilizer  operations  in 
the  past  two  decades.  For  many  years,  they  operated  a  number  of  dry  mixing  plants  and 
several  normal  superphosphate  plants.  These  operations  have  been  replaced  largely  by 
many  smaller  bulk  blending  plants,  concentrated  superphosphates,  ammonium  phosphate, 
and  liquid  nitrogen  manufacturing  and  distributing  facilities. 

For  the  manufacture  of  nitrogen  fertilizers,  cooperatives  now  own  14  anhydrous 
ammonia  plants,  nine  nitrogen  solution,  six  ammonium  nitrate,  four  ammonium  sulfate, 
four  urea,  nine  nitric  acid,  and  a  number  of  aqua  ammonia  converters.  The  original  cost 
of  these  facilities  totaled  about  $300  million  and  their  depreciated  value  in  1970  was 
about  $200  million. 

For  manufacturing  phosphate  fertilizers,  cooperatives  now  own  five  normal  super- 
phosphate plants,  two  concentrated  superphosphate,  three  diammonium  phosphate,  two 
ammonium  phosphate,  two  nitric  phosphate,  six  wet  phosphoric  acid,  and  seven  sulfuric 
acid  plants.  The  original  or  cost  value  of  these  facilities  totaled  about  $135  million  and 
their  depreciated  value  in  1970  was  about  $85  million. 

Some  of  the  largest  facilities  are  owned  by  individual  regional  cooperatives  and  some 
by  a  national  federated  cooperative  which  regionals  own.  The  latter  has  purchased 
potash  for  the  group  for  many  years,  and  recently  began  mining  potash  in  Canada. 

Cooperatives'  share  of  market  for  various  fertilizers  produced  in  the  United  States  in 
1969-70  was  estimated  at: 


Product 


Share  of  market 


Basic  materials 

Anhydrous  ammonia 

Wet  process  phosphoric  acid 

Normal  and  enriched  superphosphate 

Potash 

Derivates 

Ammonium  nitrate 
Nitrogen  solutions 
Ammonium  sulfate 
Urea— for  fertilizer 
Triple  superphosphate 
Ammonium  phosphates 

Other 

Nitric  acid 
Sulfuric  acid 


Percent 


20 

28 

19 

0 


33 
13 
21 
21 
53 
(l) 


12 

13 


Data  not  available 


Much  of  the  success  of  cooperatives  in  handling  fertilizer  and  lime  has  been  due  to 
their  emphasis  on  handling  high  analysis  plant  foods  and  providing  soil  testing,  bulk 
blending,  and  field  spreading  services  for  their  farmer  members. 
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Comparisons  of  Four  Cooperatives  Having  the  Largest 
Fertilizer  Business  With  Four  Other  Businesses  Having 
the  Largest  Fertilizer  Business,  1960,  1965,  and  1970 

It  is  not  possible  to  compare  the  fertilizer  sales  of  cooperatives  and  other  businesses 
because  the  latter  did  not  indicate  their  sales  revenue  for  various  product  lines  handled  in 
1970.  Their  annual  reports  showed  sales  revenue  for  only  a  few  major  categories  or 
divisions  such  as:  (1)  Agricultural  chemicals,  (2)  fertilizer  and  animal  feed,  (3)  service 
centers,  (4)  steel,  (5)  petroleum,  (6)  food  and  consumer  products  and  services,  and  (7) 
chemical  and  industrial  products. 

The  following  tabulation  shows  the  comparison  of  four  coopratives  having  the  largest 
fertilizer  business  with  the  four  other  businesses  having  the  largest  fertilizer  business: 


Item 


Four 
cooperatives 


Four  other 
businesses 


Total  sales 

Fertilizer,  agricultural  chemicals, 

and  related  products  sales 
Fertilizer  sales 


Fertilizer  and  related  product  sales 
as  a  percent  of  total  sales 


Million   dollars 

1,269  10,019 


802 


324 


Percent 


26 


The  make  up  of  the  four  other  business  firms  used  in  comparing  trends  from  1960  to 
1970  was:  (1)  Two  of  the  four  firms  reported  to  have  the  largest  fertilizer  sales  in  1970 
were  also  the  largest  in  1965  and  I960;  (2)  the  third  firm  in  1970  was  part  of  a 
conglomerate  firm  but  in  1960  and  1965  it  was  an  independent  company,  and  (3)  the 
fourth  firm  in  1970  was  a  conglomerate  that  had  recently  acquired  a  large  fertilizer 
company.  Therefore,  a  different  firm  was  the  fourth  largest  in  1960  and  1965. 

Only  two  of  the  four  largest  cooperatives  in  1970  also  were  among  the  four  largest  in 
1960  and  1965.  The  third  and  fourth  ones  were  largest,  both  in  1965  and  1970  as  a  result 
of  mergers,  but  only  one  of  these  also  was  the  largest  in  1960.  Theeefore,  a  different 
cooperative  was  included  for  1960. 

Neither  cooperatives  nor  the  other  businesses,  therefore,  reflected  1960  and  1965 
operations  and  financial  status  of  organizations  that  had  been  merged  into  the  top  four  of 
each  type  by  1970. 

Total  fertilizer  sales  of  the  four  cooperatives  handling  the  largest  fertilizer  volume  were 
$113  million  in  I960;  $214  million  in  1965;  and  $324  million  in  1970.  This  was  almost  a 
three-fold  increase.  Their  volume  was  equal  to  about  28  percent  of  the  gross  fertilizer 
sales  of  all  cooperatives  in  1968-69 

Total  Sales 

Trends  in  total  sales  of  the  two  types  of  business  firms  from  1960  through  1970  were: 


Year 


Four 
cooperatives 


Four  other 
businesses 


Cooperatives'  sales  as  a 
percent  of  other  busi- 
nesses' sales 


Million 


1960 
1965 
1970 


471 

769 

1,269 


3,855 

6,081 

10,019 


Percent 
12 
13 
13 


Change: 
1960-1970 


169 


Percent 
160 


Combined  sales  of  all  products  of  the  four  cooperatives  have  increased  at  about  the 
same  rate  (169  percent)  as  those  of  the  other  businesses  (160  percent)  in  the  past  10 
years.  In  absolute  terms,  cooperative  volume  increased  $798  million  compared  with  $7.2 
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billion  by  the  other  businesses.  Cooperatives'  volume  was  equal  to  13  percent  of  the  sales 
of  the  other  firms  in  1965  and  1970  compared  with  12  percent  in  1960. 

Net  margins.— Trends  in  total  net  margins  of  the  two  types  of  businesses  from  1960 
through  1970  were: 


Year 


Year 
cooperatives 


Four  other 
businesses 


Cooperatives'  net  margins 

as  a  percent  of  other 

businesses'  net  margins 




-   Million  dollars 

Percent 



1960 

16 

58 

28 

1965 

41 

107 

38 

1970 

46 

343 

13 

Change 

1960- 

1970 

188 

491 

- 

Although  cooperatives'  net  margins  increased  $30  million,  or  188  percent,  from  1960 
to  1970,  net  income  (after  taxes)  of  the  other  businesses  increased  $285  million,  or  491 
percent.  As  a  result,  net  margins  of  the  cooperatives  were  equal  to  only  13  percent  of 
those  of  the  other  businesses  in  1970  compared  with  28  percent  10  years  earlier. 

Total  assets.— Trends  in  assets  of  the  two  types  of  businesses  from  I960  through  1970 
were: 


Year 


Four 
cooperatives 


Assets  of 
four  other 
businesses 


Assets  of  cooperatives 
as  a  percent  of  assets 
of  other  businesses 


1960 
1965 
1970 


Million  dollars 


333 
426 
832 


1,796 

2,758 

11,439 


Percent 

19 

15 

7 


Change: 
1960-1970 


150 


Percent 
537 


The  four  cooperatives'  assets  increased  150  percent  from  1960  to  1970,  while  those  of 
the  other  businesses  increased  537  percent,  largely  as  a  result  of  fertilizer  companies 
becoming  a  part  of  conglomerates.  Cooperatives'  total  assets  increased  about  $500 
miUion;  the  other  business  firms  $9.6  billion.  As  a  result,  assets  of  the  four  cooperatives 
were  equal  to  only  7  percent  of  the  assets  of  the  other  four  firms  having  the  largest 
fertilizer  business  in  1970  compared  with  19  percent  10  years  earlier. 

Net  worth.— Trends  in  the  net  worth  of  the  two  types  of  business  firms  from  1960 
through  1970  were  as  follows: 


Year 


Four 
cooperatives 


Assets  of 
four  other 
businesses 


Cooperatives'  net  worth 
as  a  percent  of  other 
businesses'  net  worth 


1960 
1965 
1970 

Change: 

1960-1970 


Million  dollars 

217  928 

227  1,319 

325  5,845 


Percent 
530 


Percent     — 
23 
17 
6 


50 


Trends  in  net  worth  were  less  favorable  than  those  for  the  assets  of  the  cooperatives. 
Their  net  worth  increased  only  50  percent  compared  with  530  percent  for  the  other 
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businesses.  Thus,  the  four  cooperatives'  net  worth  was  equal  to  only  6  percent  of  that  of 
the  four  other  businesses  in  1970  compared  with  23  percent  10  years  earlier. 

Employees.— The  four  other  businesses  had  308,682  employees  in  1970.  The  four 
cooperatives  had  15,803. 

Stockholders  and  members.— The  four  other  businesses  reported  529,986  stockholders 
in  1970.  The  four  cooperatives  reported  serving  about  2  million  members  —  mostly 
through  the  local  cooperatives  that  were  affiliated  with  these  large  wholesaling- 
manufacturing  associations. 

Diversification.— Three  of  the  largest  cooperatives  wholesaled  and  manufactured  a  wide 
line  of  farm  supplies,  and  two  of  these  also  retailed  some  supplies.  The  fourth  was  a 
specialized  fertilizer  purchasing  and  manufacturing  association  for  its  member  regional 
cooperatives.  Fertilizer  sales  accounted  for  8,  18,  23,  and  100  percent  of  their  respective 
total  supply  volumes  in  1970.  The  average  was  26  percent. 

Diversification  of  the  four  largest  other  businesses  is  indicated  by  the  proportions  of 
their  sales  in  various  lines  of  business  in  1970.  One  of  these  firms  reported  the  following: 
steel,  80  percent;  transport,  4  percent;  service  centers,  4  percent;  construction,  4  percent; 
and  other,  8  percent. 

The  second  firm  had  this  breakdown:  metals,  iron  ore,  and  coal,  40  percent;  fertilizer 
and  animal  feeds,  38  percent;  minerals,  ceramics,  and  glass,  17  percent;  and  food 
specialties,  5  percent. 

The  third  firm  reported:  food  and  consumer  products  and  services,  39  percent; 
speciality  chemicals,  35  percent;  agricultural  chemicals,  16  percent;  and  natural  resource 
and  other  products,  10  percent. 

The  fourth  firm  had  these  types  of  business:  refined  petroleum  products,  43  percent; 
crude  oil,  25  percent;  coal,  11  percent;  chemicals  and  plastics,  7  percent;  plant  foods,  4 
percent;  and  other  products,  7  percent. 

Summary  Observations 

1.  Tonnage  of  fertilizer  used  has  doubled  in  the  last  20  years  and  farmers' 
expenditures  for  fertilizer  and  lime  increased  115  percent  from  1950  to  1970,  and  59 
percent  from  1960  to  1970. 

2.  Major  changes  have  occurred  in  the  type,  size,  and  complexity  of  fertilizer  plants. 
There  has  been  a  significant  increase  in  the  number  and  capacity  of  anhydrous  ammonia 
plants.  Normal  superphosphate  plants  are  being  replaced  by  concentrated  superphosphate 
and  ammonium  phosphate  plants. 

3.  Ownership  of  major  plants  has  changed  almost  completely  from  independent 
specialized  fertilizer  companies  to  divisions  of  multi-product  firms  or  conglomerates. 

4.  Cooperative  sales  of  fertilizer  have  more  than  tripled  in  the  last  two  decades  and 
they  now  handle  about  32  percent  of  the  farm  market  compared  with  15  percent  in 
1950-51. 

5.  The  four  cooperatives  handling  the  largest  volume  of  fertilizer  business  have 
increased  their  total  sales  at  about  the  same  rate  (169  percent)  as  the  four  other 
businesses  (160  percent)  in  the  last  10  years.  Cooperative  volume  was  13  percent  of  that 
of  the  other  businesses  in  1970. 

6.  The  other  four  businesses  have  increased  their  assets  and  net  worth  much  faster 
than  the  four  cooperatives  largely  as  a  result  of  mergers  and  acquisitions  in  becoming 
conglomerates.  The  net  worth  of  the  four  other  businesses  increased  530  percent 
compared  with  50  percent  by  the  cooperatives.  As  a  result  the  cooperatives'  net  worth 
was  only  6  percent  of  that  of  the  other  firms  in  1970. 
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The  petroleum  industry  supplies  three-fourths  of  the  Nation's  energy  needs.  It  is 
highly  integrated  with  many  corporations  having  nationwide  and  foreign  operations. 
Reports  on  27  of  the  largest  petroleum  corporations  showed  their  sales  and  service 
income  totaled  $92  billion  in  1970.  This  was  almost  six  times  the  total  income  of  30 
major  oil  companies  in  1950  and  1.8  times  that  of  32  companies  in  1960. 

Nearly  all  are  engaged  in  producing,  refining,  transporting,  and  marketing  operations. 
Many  have  diversified  in  recent  years  by  manufacturing  and  distributing  fertilizer  and 
various  chemicals. 

Total  consumption  of  refined  fuels  has  more  than  doubled  in  the  last  20  years  — 
increasing  from  63  billion  gallons  in  1950  to  143  billion  gallons  in  1969. 

A  major  part  of  the  farm  power  depends  on  petroleum  and  its  derivatives.  Farm  use 
has  increased  from  7.2  billion  gallons  in  1950  to  10.4  biUion  gallons  in  1969.  Petroleum 
accounts  for  about  9  percent  of  farmers'  total  expenditures  for  farming  supplies  and 
equipment. 

The  petroleum  industry  also  owns  the  basic  sources  of  natural  gas,  a  major  raw 
material  used  in  producing  ammonia  for  fertilizer.  Petroleum  hydrocarbons  are  the  base 
for  many  present-day  agricultural  pesticides  and  for  urea,  an  important  nitrogen  product 
used  for  fertilizer  and  feed. 

Cooperative  Trends 

A  total  of  2,774  farmer  cooperatives  had  gross  petroleum  sales  of  about  $1.2  billion 
and  net  sales  (after  eliminating  intercooperative  business)  of  $862  million  in  1969-70.  Net 


PETROLEUM 


Regional  cooperatives  also 
have  joint  ventures  in  pet- 
roleum refining  and  distri- 
bution. Six  farm  supply 
regionals  own  National  Co- 
operative Refinery  Associa- 
tion at  McPherson,  Kans. 
In  addition  to  the 
5  0 ,  000-barrel-per-day  re- 
finery, NCRA  's  facilities 
include  a  3-million-barrel 
underground  storage  facil- 
ity, a  products  pipeline 
from  the  refinery  to  a  ter- 
minal in  Council  Bluffs, 
Iowa,  crude  oil  pipelining 
and  trucking  in  Kansas, 
and  crude  oil  production  in 
the  midcontinent  and 
Rocky  Mountain  areas. 
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sales  of  cooperatives  have  increased  129  percent  from  1950-51  when  they  totaled  $377 
million. 

The  number  of  cooperatives  handling  petroleum  and  their  sales  of  petroleum,  for     I 
selected  periods,  1950-51  through  1969-70,  were: 


Period 

Number  of 
cooperatives 

Gross  sales 

Net  sales 

-  Million 

1950-51 
1955-56 
1960-61 
1965-66 
1969-70 

. 

2,677 
2,739 
2,798 
2,733 
2,774 

585 

784 

992 

■    1,079 

1,186 

377 
494 
622 
702 
862 

-■— 

Percent  - 



Change: 
1950-51  to 

1969-70 

8 

+  102 

129 

Cooperatives  have  increased  their  sales  of  Uquid  fuels  from  1.6  billion  gallons  in 
1950-51  to  3.8  billion  gallons  in  1969-70,  but  their  share  of  the  total  U.S.  market 
increased  only  from  2.6  percent  to  3  percent.  Estimates  indicate  that  cooperatives  now 
supply  about  26  percent  of  the  total  farm  market  compared  with  19  percent  in  1950-51. 

Cooperatives,  along  with  other  companies,  have  further  integrated  their  petroleum 
operations  in  the  past  two  decades.  Although  the  number  of  cooperative  refineries 
operated  has  declined  from  20  in  1950  to  8  in  1969,  their  capacity  increased  about  50 
percent  and  their  output  about  75  percent.  However,  cooperative  refinery  capacity  and 
runs  were  still  less  than  2  percent  of  the  industry  total  in  1969.  Cooperatives  also  have 
acquired  crude  oil  producing  properties  during  the  period,  but  their  wells  and  production 
were  less  than  2  percent  of  the  total  in  the  United  States  in  1969. 


Comparison  of  Four  Cooperatives 

Having  the  Largest  Petroleum  Business 

With  Four  Largest  Oil  Companies 

The  four  cooperatives  in  1970  having  the  largest  petroleum  operations  were  engaged  in 
refining  operations  and  three  had  considerable  crude  oil  production  and  pipeline 
operations.  Two  sold  their  products  at  the  wholesale  level,  one  sold  part  at  wholesale  and 
part  at  retail;  and  one's  sales  were  at  the  refinery  level. 

Petroleum  volume  of  the  four  largest  oil  companies  in  1970  comprised  90  to  95 
percent  of  their  total  sales  and  chemicals  made  up  most  of  the  remainder.  These 
companies  all  had  highly  integrated  domestic  operations  and  all  had  foreign  operations. 

The  relative  size  of  total  sales  and  petroleum  sales  of  the  two  types  of  businesses  in 
1970  was: 


Item 


Four 
cooperatives 


Four  largest 
oil  companies 


Million  dollars  - 


Total  sales 
Petroleum  sales 

Petroleum  as  a  percent  of  total  sales 


1,205 
558 


37,100 
33,390  (est.) 


Percent 


46 


90 


In  comparing  trends  of  the  organizations  from  1960  to  1970,  the  following  basis  was 
used:  (1)  The  same  four  oil  companies  with  the  largest  petroleum  sales  in  1970  were  also 
largest  in  1965  and  I960;  and  (2)  the  four  cooperatives  with  the  largest  petroleum 
business  in  each  specified  year  were  used.  This  meant  that  three  of  the  four  largest 
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cooperatives  in  1970  also  were  the  largest  in  1965  and  1960.  The  fourth  cooperative  was 
represented  by  a  different  organization  in  1960,  1965,  and  1970  because  of  mergers  that 
occurred  during  the  10-year  period. 

Neither  the  cooperatives  nor  oil  companies,  therefore,  reflected  the  consolidated  1960 
and  1965  operations  and  financial  status  of  organizations  that  had  been  merged  into  the 
top  four  of  each  type  by  1970. 

Total  petroleum  sales  of  the  four  largest  cooperatives  were  $232  million  in  I960,  $265 
million  in  1965,  and  $558  million  in  1970. 


Total  Sales.— Total  sales  of  the  four  largest  oil  companies  and  the  four  cooperatives 
handling  the  largest  volume  of  petroleum  products  in  1960,  1965,  and  1970  were: 


Year 


Four 
cooperatives 


Four 
largest  oil 
companies 


Cooperative  sales  as  a 

percent  of  sales  of  four 

largest  oil  companies 


Million  dollars 


1960 
1965 
1970 


304 

566 

1,205 


16,900 
23,500 
37,100 


Percent 

1.8 
2.4 
3.2 


Change: 
1960-1970 


297 


Percent 
120 


Sales  of  the  four  cooperatives  having  the  largest  petroleum  volume  increased  297 
percent  from  1960  to  1970  compared  with  120  percent  for  the  four  largest  oil 
companies,  but  the  amount  of  increase  was  $901  million  for  the  cooperatives  compared 
with  $20.2  billion  for  the  oil  companies.  Cooperatives'  sales  were  equal  to  only  3.2 
percent  of  the  sales  of  the  oil  companies  in  1970. 

Total  sales  of  $37  billion  by  the  four  oil  companies  in  1970  was  51  percent  of  the 
total  sales  and  service  income  of  27  major  oil  companies  for  which  reports  were 
summarized  that  year.  These  companies  ranked  number  two,  seven,  eight,  and  nine  in 
sales  volume  among  the  nation's  500  largest  corporations  in  1970. 

Net  Margins.— Trends  in  net  margins  of  the  four  cooperatives  with  the  largest 
petroleum  sales  and  the  four  largest  oil  companies  were: 


Year 


Four 
cooperatives 


Four  largest 
oil  companies 


Cooperative  sales  as  a 
percent  of  sales  of  four 
largest  oil  companies 


1960 
1965 
1970 


Million  dollars  — 

23  1,600 

44  2,400 

50  3,200 


■Percent 

1.4 
1.8 
1.6 


Change: 
1960-1970 


117 


Percent 
100 


Net  margins  of  the  four  cooperatives  increased  117  percent  from  1960  to  1970 
compared  with  100  percent  for  the  four  largest  oil  companies.  Amounts  of  increases  were 
$27  milUon  for  the  cooperatives  versus  $1.6  billion  by  the  oil  companies.  Net  margins  of 
the  cooperatives  were  equal  to  only  1.6  percent  of  the  total  net  income  of  the  four  oil 
companies  in  1970. 

Total  net  income  of  $3.2  billion  for  the  four  largest  oil  companies  in  1970  was  56 
percent  of  the  total  net  income  of  27  majors  that  year. 
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Total  Assets.— Trends  in  the  net  assets  of  the  four  largest  cooperatives  in  the  petroleum 
business  and  the  four  largest  oil  companies  were: 


Year 


Four 
cooperatives 


Four  largest 
oil  companies 


Cooperative  sales  as  a 
percent  of  sales  of  four 
largest  oil  companies 


Million  dollars Percent 


1960 
1965 
1970 


263 
382 
842 


'  18,000 

^  30,000 

45,759 


1.5 
1.3 
1.8 


Change: 
1960-1970 


220 


Percent 
154 


Estimates  based  on  1961  and  1966  data. 


Total  assets  of  the  four  cooperatives  showed  a  greater  percentage  increase  from  1960 
through  1970  than  did  those  of  the  four  largest  oil  companies.  But  the  amount  of 
increase  for  the  four  cooperatives  was  only  $579  million  compared  with  about  $28  billion 
for  the  four  oil  companies.  Assets  of  the  four  cooperatives  were  equal  to  only  1.8  percent 
of  those  of  the  four  largest  oil  companies  in  1970  as  compared  with  1.5  percent  in  1960. 

Net  Worth.— Trends  in  net  worth  of  the  four  cooperatives  having  the  largest  petroleum 
business  and  the  four  largest  oil  companies  were: 


Year 


Four 
cooperatives 


Four  largest 
oil  companies 


Cooperative  sales  as  a 
percent  of  sales  of  four 
largest  oil  companies 


Million 

dollars  - 

Percent 

1960 
1965 
1970 

173 
241 
392 

15,200 
20,300 
27,000 

-     Percent 

78 

1.1 
1.2 
1.4 

Change: 
1960-1970 

126 

— 

Net  worth  of  the  four  cooperatives  increased  126  percent  from  1960  to  1970 
compared  with  78  percent  for  the  four  largest  oil  companies.  Amounts  of  increase  were 
$219  million  by  the  cooperatives  and  $11.8  billion  by  the  oil  companies.  Net  worth  of 
the  cooperatives  was  1.4  percent  of  that  for  the  four  oil  companies  in  1970  versus  1.1 
percent  in  1960. 

Refinery  Capacity  and  Crude  Oil  Processes.— Comparative  data  on  the  capacity  and 
barrels  of  crude  oil  refined  per  day  by  the  cooperatives  having  the  largest  petroleum 
business  and  by  the  largest  oil  companies  in  1970  were: 


Item 


Four 
cooperatives 


Four 
largest  oil 
companies 


Cooperative  sales  as  a 
percent  of  sales  of  four 
largest  oil  companies 


Refinery  capacity  in 
U.S. 

Refinery  runs: 
In  United  States 
In  U.S.  and  foreign 
countries 


--    1,000  Barrels  Per  Day    -' 
176  3,400 

161  3,400 

161  11,600 


Percent 

5.2 
4.7 
1.4 


The  four  cooperatives  operated  six  refineries  with  a  total  crude  oil  distillation  capacity 
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of  176,000  barrels  a  day  in  1969,  or  5.2  percent  of  the  domestic  capacity  of  the  four 
largest  oil  companies.  The  four  largest  operated  31  refineries  which  constituted  28 
percent  of  the  total  U.S.  capacity  that  year. 

The  cooperatives  processed  or  refined  160,881  B/D  —  equal  to  1.4  percent  of  total 
refinery  runs  of  the  four  largest  oil  companies  and  to  4.7  percent  of  their  U.S.  runs  that 
year.  The  four  largest  oil  companies  refined  32  percent  of  the  total  crude  oil  processed  by 
the  27  major  companies  that  year. 

Crude  Oil  Produced.— The  four  cooperatives  produced  162,000  barrels  of  crude  oil  a 
day  on  a  gross  basis  and  24,000  barrels  on  a  net  ownership  basis  in  1969.  The  four  largest 
oil  companies  produced  13.3  million  barrels  a  day,  gross  basis.  Gross  production  of  the 
four  cooperatives  was  1.2  percent  of  the  total  production  of  the  four  largest  oil 
companies,   and    net   production   was   only   0.2  percent  of  the  total. 

Employees  and  Stockholders.  —  The  four  largest  cooperatives  had  14,966  employees 
in  1969  —  equal  to  4  percent  of  the  353,634  employees  of  the  four  largest  oil  companies 
in  1970. 

The  largest  cooperatives  served  more  than  4,000  local  cooperatives  which  in  turn  had 
more  than  1.6  million  individual  members  —  most  of  which  were  farmers.  The  four  largest 
oil  companies  reported  1,548,233  stockholders  in  1970. 


Summary  Observations 

1.  Farmers  have  a  growing  interest  in  having  cooperatives  provide  needed  petroleum 
products.  This  reflects  changes  to  a  more  mechanized  and  commercial  agriculture.  When 
tractors,  combines,  and  trucks  replaced  horses  and  wagons,  farmers  have  turned  to 
petroleum  products  as  a  source  of  farm  power.  As  a  result  they  formed  cooperatives 
through  which  to  produce  and  distribute  their  petroleum  requirements  at  minimum  costs. 

2.  The  four  cooperatives  having  the  largest  petroleum  business  along  with  the  four 
largest  oil  companies,  have  more  than  doubled  their  petroleum  volume  in  the  last  10 
years.  The  four  cooperatives'  total  sales  increased  297  percent  ($900  million)  and  the 
sales  of  the  four  largest  oil  companies  went  up  120  percent  ($20  billion)  during  the 
period.  Sales  of  the  four  cooperatives  were  only  3  percent  of  those  of  the  four  largest  oil 
companies  in  1970.  These  largest  oil  companies  ranked  number  two,  seven,  eight,  and 
nine  among  the  500  largest  corporations  in  the  United  States  as  listed  in  Fortune 
magazine. 

3.  The  four  cooperatives  have  increased  their  net  margins  and  net  worth  only  half  as 
much,  percentagewise,  as  the  four  largest  major  oil  companies  in  the  last  10  years.  In 
absolute  terms,  net  margins  of  the  four  cooperatives  went  up  $27  million  and  those  of  the 
four  largest  oil  companies  increased  almost  $1.6  billion. 

4.  The  four  largest  cooperatives  are  still  in  a  relatively  weak  position  in  crude  oil 
production  and  they  have  no  foreign  refining  and  crude  oil  operations  compared  with  the 
extensive  holdings  and  operations  (domestic  and  foreign)  of  their  counterparts. 
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Pesticide  use  has  expanded 
dramatically  in  the  past 
decade  and  so  has  the  tech- 
nology to  apply  chemicals. 
Equipment  bom  out  of  a 
patchwork  of  nozzles, 
tubing,  and  old  oil  drums 
in  a  farm  shop  has  pro- 
gressed literally  sky  high. 
Specially  designed  air- 
planes and  helicopters  are 
being  employed  along  with 
elaborate  ground  rigs.  Both 
regional  and  local  cooper- 
atives, in  some  instances, 
own  air  and  ground  equip- 
ment to  do  custom  work. 
Some  regionals  make 
equipment. 


Since  the  discovery  of  DDT  during  World  War  II,  a  number  of  synthetic  organic 
compounds  have  been  discovered  that  are  highly  successful  in  controlling  disease 
organisms,  insects,  and  weeds.  The  principal  types  of  chemical  pesticides  used  by  farmers 
are  insecticides,  herbicides,  and  fungicides. 

Chemical  pesticides  normally  pass  through  two  production  stages  before  they  are 
ready  for  general  use.  The  first  stage  consists  of  manufacturing  or  synthesizing  the  basic 
chemical  from  raw  materials.  The  second  step  consists  of  blending  or  formulating  the 
toxic  chemicals  into  a  finished  product  prior  to  packaging  or  shipment. 

The  synthesis  or  manufacture  of  organic  pesticides  is  a  relatively  new  branch  of 
chemistry  and  is  still  in  the  exploratory  stage.  Research  costs  have  been  high.  In  turn, 
these  high  costs  have  limited  discovery,  development,  and  manufacture  of  chemical 
products  to  firms  with  large  financial  resources. 

Production.— In  1964,  106  firms  operating  a  total  of  169  plants  produced  nearly  all 
the  basic  pesticide  chemicals.  More  than  half  of  these  plants  were  located  in  the  six  Slates 
of  New  York,  New  Jersey,  California,  Texas,  Illinois,  and  West  Virginia.  A  more  recent 
survey  indicated  that  33  firms  accounted  for  about  80  percent  of  total  pesticide  sales  in 
this  country  in  1970.  A  number  of  these  firms  are  now  among  the  largest  businesses  in 
the  country  and  are  quite  diversified.  The  four  largest  companies  —  in  terms  of  dollar 
volume  of  pesticide  sales  —  produced  about  50  percent  of  the  total  pesticides. 

Formulation.— The  basic  chemical  pesticides  —  as  they  come  from  the  production  line 
—  are  too  concentrated  for  direct  application.  Consequently,  it  is  frequently  shipped  to 
other  firms  for  further  processing  or  preparation.  These  firms  —  known  in  the  trade  as 
formulators  —  mix  the  concentrated  chemicals  with  dry  dilutents,  solvents,  or  emulsifiers 
to  reduce  concentration,  improve  handling,  and  in  some  cases  enhance  the  effectiveness 
of  the  final  product.  Most  of  the  approximately  1,600  formulating  plants  located 
throughout  the  United  States  in  1965  were  relatively  low  cost  installations  with  simple 
blending  and  mixing  equipment.  These  formulating  plants  served  a  limited  area  and  had 
average  sales  of  about  $350,000  that  year. 

Market  for  Pesticides.— The  market  for  pesticides  is  composed  of  three  major  groups  of 
customers.  Farmers  account  for  about  40  percent  of  total  purchases;  institutional, 
industrial,  and  residential  users  for  40  percent;  and  exports  for  20  percent. 

Total  sales  of  chemical  pesticides,  at  manufacturer's  level,  amounted  to  $851  million 
in  1969  compared  with  only  $262  million  in  1960.  The  domestic  and  export  sales  of 
organic  pesticides,  therefore,  increased  at  an  average  annual  rate  of  23  percent  during  this 
10-year  period. 
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Trends  in  the  domestic  and  export  sales  of  synthetic  organic  pesticides,  1960  through 
1969,  were: 


Year 


Sales 


Increase  over 
previous  year 


-Million  dollars Percent 


1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 


262 
303 
346 
369 
427 
497 
584 
787 
849 
851 
870 


16 
16 
14 

7 
16 
16 
17 
35 

8 

0 
(2) 


Sales  value  at  manufacturers'  level. 
Increase  in  sales  1960  to  1969  =  225  percent. 
Average  annual  increase  in  sales  =23  percent. 
.2  percent 


Cooperative  Trends 

Farmer  cooperatives  have  not  entered  the  pesticide  industry  as  primary  producers  of 
the  basic  chemicals.  Nevertheless,  they  have  an  important  role  in  the  formulation  and 
distribution  of  pesticides  They  own  and  operate  about  30  formulating  plants  scattered 
throughout  the  country.  With  the  output  from  these  plants  and  pesticides  purchased  from 
other  formulators,  3,721  cooperatives  retailed  pesticides  valued  at  $165  million  in 
1969-70.  This  was  about  one-fifth  of  the  total  expenditures  by  farmers  for  all  types  of 
pesticides.  Compared  with  $53  million  in  1960,  this  amounted  to  an  increase  of  211 
percent  over  the  10-year  period,  or  an  average  annual  increase  in  sales  of  21  percent. 
Farmers'  expenditures  for  pesticides  increased  from  $287  million  in  1960  to  $758  million 
in  1970  —  an  increase  of  164  percent. 

Trends  in  expenditures  by  farmers  for  pesticides  and  retail  sales  of  pesticides  by  farmer 
cooperatives,  United  States,  1960  through  1970  were: 


Expenditures 

Pesticide  sales 

Percent  cooperative 

Cooperatives 

Year 

by  farmers  ^ 
for  pesticides 

by  farmer 
cooperatives 

:      mer  purchases 
:       of  pesticides 

handling 
pesticides 

~  Millior 

dollars 

Percent 

—     Number 

1960 

287 

53 

18 

2,906 

1961 

309 

56 

18 

3,014 

1962 

394 

62 

16 

3,095 

1963 

436 

66 

15 

3,154 

1964 

489 

70 

14 

3,211 

1965 

528 

82 

16 

3,329 

1966 

561 

89 

16 

3,330 

1967 

679 

103 

15 

3,391 

1968 

675 

128 

19 

3,551 

1969 

729 

145 

20 

3,640 

1970 

758 

165 

22 

3,721 

Change: 

1960-1970 

164 

211 

- 

28 

Calendar  years. 

2  Business  years  ending  between  July  1  and  next  June  30,  i.e.,  1960  data  are  for  1959-60  fiscal  year. 

3  Does  not  include  branch  outlets  of  local  and  regional  cooperatives. 
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Comparison  of  Four  Cooperatives  With  the  Largest  Pesticide  Business 
With  Four  Other  Businesses  Having  the  Largest  Pesticide  Business 

It  is  not  possible  to  make  a  direct  comparison  of  the  total  pesticide  sales  of  the  four 
other  businesses  having  the  largest  pesticide  business  with  the  total  pesticide  volume  of 
the  four  cooperatives  because  these  firms  did  not  indicate  their  sales  volume  for  each  of 
the  various  product  lines  handled  in  1970.  In  their  annual  reports,  sales  volumes  were 
shown  for  only  a  few  major  categories  such  as:  (1)  petroleum,  (2)  chemicals,  (3)  fiber  and 
film,  (4)  pharmaceutical  and  biological  products,  (5)  machinery,  (6)  consumer  products, 
and  (7)  agriculture. 

The  folloviang  tabulation  compares  information  on  the  sales  volume  of  the  four 
cooperatives  with  the  largest  sales  of  pesticides  in  1970  with  the  sales  by  the  four  other 
business  firms  having  the  largest  sales  of  chemicals  and  allied  products,  a  classification 
that  includes  pesticides: 


Four  Four  other 

Item  :  cooperatives  :  businesses 

Million  dollars 


Total  sales  1,296  8,803 
Chemical  and  allied 

product  sales                                                                —  1,346 

Pesticide  sales                                                                  69  — 


Percent 


Chemical  or  pesticide 
sales  as  percent  of 
total  sales  5  15 


Includes  sales  of  agricultural  chemicals  and  consumer  products  of  one  firm;  sales  of  industrial  and 
agricultural  chemicals  of  a  second  firm;  sales  of  products  for  agriculture  of  the  third  firm;  and 
chemical  sales  of  the  fourth  firm. 


In  comparing  trends  from  1960  through  1970,  the  following  basis  was  used:  (1)  The 
four  other  businesses  believed  to  have  the  largest  pesticide  sales  in  1970  also  were  used  in 
1965  and  1960,  and  (2)  the  four  cooperatives  with  the  largest  pesticide  sales  in  each 
specified  year  were  used.  Thus,  three  of  the  four  largest  cooperatives  in  1970  also  were 
used  in  1965,  but  none  were  in  the  1960  group  because  of  mergers  that  occurred  between 
1960  and  1965. 

Neither  cooperatives  nor  other  businesses,  therefore,  reflected  the  1960  and  1965 
operations  and  financial  status  of  organizations  that  had  been  merged  into  the  top  four  of 
each  type  by  1970. 

Total  Sales.— Total  pesticide  sales  of  the  four  cooperatives  have  increased  at  a  greater 
rate  percentagewise  from  1960  through  1970  than  have  total  sales  of  the  other  business 
firms  handling  pesticides.  Cooperative  volume  was  equal  to  15  percent  of  the  other  firms' 
volume  in  1970  compared  with  13  percent  in  1960  and  1965. 

Total  pesticide  sales  of  the  four  cooperatives  were  $13  million  in  1960,  $27  million  in 
1965,  and  $69  million  in  1970. 

The  total  pesticide  sales  of  the  four  other  businesses  increased  from  $3.9  billion  in 
1960  to  $8.8  biUion  in  1970  -  an  increase  of  128  percent. 
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During  the  same  period,  the  total  pesticide  sales  of  the  four  largest  cooperatives 
increased  from  $504  million  to  $1.3  billion  —  an  increase  of  157  percent. 

Trends  in  pesticide  sales  of  the  four  cooperatives  handling  the  largest  volume  of 
pesticides,  and  the  four  other  businesses  believed  to  handle  the  largest  volume  of 
pesticides  for  1960,  1965,  and  1970,  were: 


Year 


Four 
cooperatives 


Four  other 
business  firms 


Cooperative  sales  as 
a  percent  of  sales  of 
other  business  firms 


1960 
1965 
1970 


Million  dollars Percent 


504 

791 

1,296 


3,863 
6,136 
8,803 


13 
13 
15 


Change: 
1960-1970 


157 


Percent 
128 


Net  Margins.— The  percentage  increase  in  net  margins  for  the  four  cooperatives  from 
1960  through  1970  also  was  greater  than  for  the  four  other  businesses.  As  a  result, 
cooperative  margins  were  equal  to  1 1  percent  of  the  net  income  of  the  other  businesses  in 
1970  compared  with  7  percent  in  1960. 

Net  income,  before  income  taxes,  realized  on  all  sales  by  the  other  businesses  increased 
from  $316  million  in  1960  to  $506  million  in  1970,  an  increase  of  60  percent. 

Net  margins  of  the  four  largest  cooperatives  increased  from  $22  million  to  $54  million 
for  an  increase  of  145  percent. 

Trends  in  net  margins  of  the  four  cooperatives  handling  the  greatest  volume  of 
pesticides  and  of  the  four  other  firms  doing  the  most  pesticide  business  in  1960,  1965, 
and  1970  were: 


Year 


Four 
cooperatives 


Four  other 
businesses 


Cooperative  net  margins 
a  percent  of  those 
of  other  businesses 


1960 
1965 
1970 


Million  dollars  — 


22 
43 
54 


316 
523 
506 


Percent 

7 

8 

11 


Change: 
1960-1970 


145 


Percent 
60 


Total  Assets.— Total  assets  of  the  four  cooperatives  increased  slighdy  faster  during  the 
period  1960  through  1970  than  did  the  total  assets  of  the  four  other  businesses. 

Combined  assets  of  the  four  other  businesses  increased  from  $4.7  billion  in  1960  to 
$10.6  billion  in  1970  —  an  increase  of  127  percent.  During  the  same  period,  combined 
assets  of  the  four  cooperatives  increased  from  $348  million  to  $835  million  —  an  increase 
of  140  percent.  Their  assets  remained  at  between  7  and  8  percent  of  those  of  the  other 
businesses  from  1960  through  1970. 


The 


following  tabulation  compares  total  assets  of  the  four  cooperatives  having  the 


81 


largest   pesticide  business  with  the  four  other  businesses  having  the  largest  pesticide 
business,  1960,  1965,  and  1970: 


Year 


Four 
cooperatives 


Four  other 
businesses 


Assets  of  cooperatives  as 
percent  of  assets  of 
other  businesses 


Million  dollars Percent     — 


1960  348  4,649  7 

1965  509  7,139  7 

1970  835  10,565  8 


Change: 

1960-1970  140 


4,649 

7,139 

10,565 

Percent 

127 

Net  Worth.— The  net  worth  of  the  four  firms  doubled  from  1960  through  1970  —  from 
$2.8  billion  to  $5.6  billion. 

The  net  worth  of  the  four  cooperatives  increased  by  75  percent  during  the  same  period 
—  from  $221  million  to  $385  million.  Cooperatives'  net  worth  was  equal  to  7  percent  of 
that  of  the  other  firms  in  1970  compared  with  8  percent  in  1960. 

Trends  in  the  net  worth  of  the  four  other  businesses  and  four  cooperatives  having  the 
largest  pesticide  business,  1960,  1965,  and  1970  were: 


Year 


Four 
cooperatives 


Four  other 
businesses 


Cooperative  net  worth 

as  a  percent  of  that  of 

other  businesses 


Million  dollars Percent 


1960                                                 221                                    2,774  8 

1965                                               255                                  3,854  7 

1970                                                  385                                   5,552  7 

Percent 

Change: 

1960-1970  75  100 


Employees.— The  four  other  businesses  had  194,094  employees  in  1970.  This  was 
about  12  times  the  15,908  employed  by  the  four  largest  cooperatives. 

Stockholders  and  Members.— The  four  other  businesses  reported  291,000  stockholders 
in  1970.  The  four  cooperatives  reported  serving  1,185,000  members  in  1970.  Most  of 
these  were  direct  members  of  several  hundred  local  cooperatives  that  owned  the  regional 
cooperatives. 

Diversification.- Each  of  the  other  businesses  was  well  integrated  and  diversified. 

One  of  the  four  other  businesses  reported  total  sales  of  $3.5  billion  in  1970,  classified 
as:  Refined  petroleum  products,  58  percent;  crude  oil,  20  percent;  chemicals,  14  percent; 
natural  gas,  5  percent;  and  miscellaneous  sales,  3  percent. 

The  second  firm  reported  total  sales  of  nearly  $2  bilhon  in  1970.  These  sales  were 
broken  down  into  three  major  groups,  but  each  group  contained  at  least  two  types  of 
products:  Sales  of  chemicals  and  metals  accounted  for  48  percent  of  the  total;  plastics 
and  packaging  materials  for  33  percent;  and  bio-products  and  consumer  items  for  the 
remaining  19  percent. 

The  third  firm  reported  total  sales  of  about  $1.4  billion  in  1970.  Sales  of  principal 
classes  of  products  were:  Machinery,  41  percent;  fiber  and  film,  24  percent;  chemicals,  22 
percent;  and  ordinance,  13  percent. 

The  fourth  other  business  reported  total  sales  of  about  $2  billion  in  1970.  These  sales 
were  broken  down  into  eight  groups:   Fibers  accounted  for  23  percent;  plastics,  resins, 
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and  coatings,  23  percent;  agricultural  chemicals,  10  percent;  phosphates  and  detergents, 
10  percent;  intermediates  and  plasticizers,  8  percent;  rubber  and  oil  chemicals,  5  percent; 
petroleum,  5  percent;  electronics  and  controls,  6  percent;  and  miscellaneous  sales,  10 
percent. 


Summary  Observation& 

1.  Both  farm  and  nonfarm  use  of  pesticides  have  increased  greatly  during  the  past 
decade.  Farmers  buy  about  40  percent  of  the  pesticides  sold  and  their  purchases  increased 
164  percent  from  1960  through  1970. 

2.  Pesticides  are  a  small  proportion  of  the  business  of  the  largest  cooperatives  and 
other  businesses  handling  them  and  lack  of  data  make  it  difficult  to  compare  growth  in 
each  type  of  organization. 

The  four  cooperatives  having  the  largest  pesticide  business  more  than  tripled  sales 
during  this  period.  Pesticides  were  only  5  percent  of  their  total  supply  business  in  1970. 
Pesticides  and  allied  chemicals  constituted  15  percent  of  total  sales  of  the  four  other 
businesses  that  year. 

3.  The  four  cooperatives  showed  a  greater  percentage  increase  in  total  sales,  net 
margins,  assets,  and  net  worth  than  the  four  other  businesses  from  1960  through  1970. 

In  absolute  terms,  the  four  cooperatives  increased  their  total  sales  $792  million  while 
the  four  other  businesses  increased  their  sales  by  $4.9  billion.  Cooperatives'  sales  were 
equal  to  13  to  15  percent  of  the  sales  of  the  other  businesses  during  the  period. 

Net  margins  of  the  four  cooperatives  having  the  largest  pesticide  business  increased 
$32  million  while  net  margins  of  the  other  businesses  rose  $190  million.  Margins  of  the 
cooperatives  were  7  to  11  percent  of  those  of  the  other  businesses  during  the  period. 

Cooperatives'  total  assets  increased  $487  million,  while  those  of  the  other  businesses 
rose  $5.9  billion  from  1960  through  1970.  Assets  of  the  cooperatives  were  7  to  8  percent 
of  those  of  the  other  businesses  during  the  period. 
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COMPARISON  OF  TEN 

Largest  Cooperatives 

With  Largest  Other  Firms 

In  Similar  or  Related  Types  of  Businesses 


Limited  published  information  made  it  difficult  to  precisely  compare  volumes  of 
specified  farm  products  and  farm  supplies  sold  by  the  10  largest  cooperatives  and  the  10 
other  firms  that  were  largest  in  business  similar  or  related  to  that  which  the  10  largest 
cooperatives  engaged  in.  With  some  tendency  among  cooperatives  to  diversity  into 
marketing  various  farm  products  and  to  handle  farm  supplies,  and  with  the  trend  among 
large  industrial  conglomerates  to  diversify  into  unrelated  enterprises  it  was  not  possible  to 
pair  10  cooperatives  vwth  10  other  businesses  that  were  entirely  similar  as  to  kinds  of 
business.  Nevertheless,  the  firms  selected  specialize  in  the  same  major  products  handled 
by  the  cooperative  with  which  they  were  paired. 

Because  of  mergers  and  acquisitions  among  both  groups,  it  also  was  difficult  to 
develop  strictly  comparable  trends  in  sales  and  financial  status.  Therefore,  comparisons 
are  limited  to  total  sales,  net  margins,  total  assets,  net  worth,  and  in  some  instances  to 
employees,  stockholders,  or  members.  Because  of  limitations  as  to  available  data  for  1965 
and  1960,  comparisons  in  this  section  are  limited  to  1970. 

Brief  comments  on  the  selection  and  characteristics  of  the  10  largest  cooperatives  and 
10  largest  other  comparable  businesses  follow. 


Characteristics  of  the  10  Largest  Cooperatives 

The  10  largest  cooperatives  were  selected  on  the  basis  of  volume  of  sales  provided  they 
had  more  :han  $5  million  in  assets.  Cooperatives  with  larger  volumes  of  business  that 
operated  on  a  bargaining  or  a  commission  basis  and  with  little  invested  in  fixed  facilities, 
therefore,  were  not  included. 

Of  the  10  largest  in  1970,  seven  also  were  largest  in  both  1965  and  1960.  Two  of  the 
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remaining  three  in  1970  were  the  result  of  mergers  and  the  other  reached  the  top  10 
through  internal  growth. 

In  1970,  the  10  cooperatives  had  a  total  volume  of  almost  $4.3  billion.  All  were 
engaged  in  marketing  one  or  more  farm  products.  Their  total  sales  of  farm  products  was 
about  72  percent  of  their  total  volume.  The  types  of  products  marketed  and  their 
importance  follows: 

Product  ■  Number  handling  Percent  of  total  sales 

Dairy  products  3  34.3 

Fruits  and  vegetables  2  9.8 

Grain  and  dry  beans  2  8.4 

Livestock  and  products  2  5.0 

Poultry  and  eggs  4  4.3 
Other  products  (sugar, 

peanuts,  cotton,  etc.)  3  9.9 

Total  10  71.7 

Seven  of  the  10  cooperatives  also  handled  farm  supplies  and  another  purchased  feeder 
hvestock  for  patrons.  The  volume  of  such  commodities  was  28  percent  of  their  total 
business.  The  number  handling  specific  commodities  and  their  importance  follows: 

Product  Number  handling  Percent  of  total  sales 

Feed  6  8.5 

Petroleum  3  8  0 

Fertilizer  5  35 

Pesticides  5  j  0 

Other  7  73 

Total  8  28.3 

All  except  one  of  the  10  cooperatives  were  engaged  in  some  processing  of  farm 
products.  Five  of  the  10  manufactured  substantial  quantities  of  feed,  fertilizer,  and 
petroleum,  and  two  formulated  considerable  quantities  of  pesticides. 

Characteristics  of  the  10  Largest  Other  Businesses 

The  10  largest  other  businesses  were  selected  on  the  basis  of  engaging  in  businesses 
similar  or  related  to  that  of  the  10  largest  cooperatives.  This  made  it  possible  to  limit  the 
number  of  primarily  oil  companies  to  one  of  the  four  that  are  among  the  10  largest  of  all 
industrial  corporations. 

Eight  of  the  largest  other  business  firms  in  1970  also  were  largest  in  both  1965  and 
1960.  Another  of  the  largest  in  1970  acquired  one  of  the  firms  that  was  largest  in  1965 
and  1960.  The  other  large  one  in  1970  came  into  the  10  largest  classification  as  the  result 
of  a  merger. 

In  1970,  these  10  largest  businesses  had  total  sales  of  almost  $34  billion.  Petroleum 
accounted  for  about  half  of  their  volume.  The  types  of  business  in  which  they  engaged 
were: 

One  firm  is  an  international  oil  company  with  about  95  percent  of  its  sales  in 
petroleum  and  5  percent  in  various  chemicals,  including  fertilizer.  It  has  extensive 
integrated  operations  and  facilities  involving  crude  oil  exploration  and  production, 
refining,  marketing,  transportation,  research,  and  engineering. 

One  firm  reported  more  than  75  percent  of  its  sales  in  foods,  including  one  of  the 
largest  meat  packing  operations  —  20  percent  in  chemical  and  industrial  products;  and 
very  limited  in  petroleum  operations.  It  also  sells  life  insurance.  It  operates  a  number  of 
foreign  meat  processing  and  distribution  facilities. 

One  firm  is  a  large  conglomerate  with  more  than  115  subsidiaries.  It  has  large  meat 
packing,    poultry    processing    operations,    and    transportation   activities.    Its   sales   and 

85 


service  revenue  were:  Food,  60  percent;  transportation,  20  percent;  grocery  and 
pharmaceuticals,  8  percent;  industrial  and  construction  equipment,  7  percent;  and 
financial,  food,  and  other  services,  5  percent. 

One  firm  processes  and  distributes  a  diversified  line  of  foods  worldwide.  Its  principal 
sales  were:  Manufactured  dairy  products,  40  percent;  processed  foods,  35  percent;  fluid 
milk  products  and  ice  cream  and  frozen  foods,  20  percent;  and  other  products,  5  percent. 
More  than  10  percent  of  sales  are  in  foreign  countries. 

One  firm  is  a  large  food  company  operating  in  both  the  United  States  and  foreign 
countries,  that  also  handles  specialized  non-food  items.  Its  sales  volume  consisted  of: 
Dairy,  30  percent;  grocery,  25  percent;  chemical  and  manufacturing,  20  percent; 
international,  15  percent;  and  other,  10  percent. 

One  firm  is  a  major  manufacturer  and  distributor  of  milk  and  other  dairy  products. 
About  35  percent  each  of  its  sales  are  domestic  dairy  products  and  services  and  foods;  20 
percent  are  chemicals;  and  the  remaining  10  percent  consists  of  products  sold  in 
international  markets. 

One  firm's  principal  business  is  feeds  but  its  agricultural  group  also  includes  grain  and 
poultry  divisions.  It  now  has  a  consumers'  product  group,  a  restaurant  group,  and  an 
international  agri-products  and  consumer  products  group.  The  percentage  of  sales  in  each 
group  is  not  available. 

One  firm  is  a  leading  grain  marketing  and  processing  and  feed  milling  company  in  the 
world.  It  also  has  large  poultry  breeding,  producing,  processing,  and  marketing  operations 
—  for  eggs,  broilers,  and  turkeys.  Its  operations  are  in  most  States  in  this  country  and  in 
about  25  foreign  countries. 

One  firm  is  the  largest  fruit  and  vegetable  canner  and  has  a  large  institutional  food 
business.  It  also  prepares  snack  foods  and  packs  fish.  It  owns  substantial  farming  acreage 
and  several  can  manufacturing  plants.  It  operates  in  both  the  United  States  and  abroad. 

One  firm's  main  business  is  the  refining  and  marketing  of  sugar.  It  also  sells  food 
service,  paper  items,  and  equipment.  It  operates  five  cane  sugar  and  five  beet  sugar 
refineries. 


Selected  Comparisons  of  Cooperatives  and  Other  Businesses  in  1970 

Data  on  total  operations,  financial  status,  employees,  and  stockholders  for  the  10 
largest  cooperatives  and  the  10  largest  other  businesses  in  1970  were: 


Item 


Ten 
cooperatives 


Ten  other  Cooperatives    proportion 

businesses  '     ^  ^  percent  of  that  of 

■  other  businesses 


Total  sales 
Net  margins 
Total  assets 
Net  worth 


Employees 
Stockholders 
or  members 


4,259 

79 

1,444 

610 


39 


844 


■  Million  dollars 


Number 


33,927 

1,718 

25,233 

14,137 


435 


1,305 


Percent 

13 
5 
6 

4 


9 

65 


Total  marketing  and  supply  sales  of  the  10  largest  cooperatives  were  13  percent  of  the 
total  sales  of  the  10  other  businesses.  The  cooperatives'  net  margins,  assets,  and  net  worth 
were  only  4  to  6  percent  of  those  of  the  other  firms.  The  10  largest  cooperatives  had  9 
percent  as  many  employees  and  65  percent  as  many  members  as  the  10  largest  other 
businesses  had  stockholders  in  1970. 

It  seems  obvious  that  by  any  of  the  measures  used  in  this  study,  cooperatives  are 
relatively  small  business  firms.  Moreover,  as  a  consequence,  they  generally  have  limited 
market  power  and  often  lack  the  resources  needed  to  provide  the  many  integrated  and 
coordinated  services  members  require. 
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/JRATEGY  FOR  COOPERATIVE  GROWTH 


< 
0. 


As  a  basis  for  considering  the  need  for  cooperative  growth,  three  comparisons  previously 
reported  are  reemphasized. 

1.  The  great  majority  of  cooperative  businesses  are  small  —  in  1969-70,  40  percent  did 
less  than  one-half  million  dollars  of  business  annually,  22  percent  did  between  one-half 
million  dollars  and  $1  million,  and  31  percent  did  $1  million  to  $5  million  annually.  Only 
7  percent,  or  386  associations,  did  more  than  $5  million  of  business  a  year. 

2.  Total  marketing  and  supply  sales  of  the  10  largest  cooperatives  were  only  13 
percent  of  total  sales  of  the  10  largest  comparable  businesses.  Cooperatives'  net  margins, 
assets,  and  net  worth  were  only  4  to  6  percent  of  those  for  the  other  firms. 

3.  Actual  growth  of  the  four  largest  cooperatives  in  each  of  11  selected  categories  has 
been  appreciably  less  during  the  past  20  years  than  the  growth  of  the  four  largest 
comparable  firms.  The  other  businesses,  for  example,  had  7  times  greater  sales,  22  times 
greater  net  assets,  25  times  more  net  worth,  and  18  times  greater  net  margins  than  the 
cooperatives  during  this  period. 

These  data  size  up  the  challenge  cooperatives  face  to  match  the  growth  of  other 
businesses  and  to  enable  them  to  be  effective  spokesmen  for  the  farmer  in  the 
marketplace.  If  cooperatives  are  to  serve  members  more  efficiently,  they  will  need  to 
develop  successful  growth  strategies. 

This  exploration  is  not  intended  to  be  a  comprehensive  study  of  the  many  factors  that 
contribute  to  cooperative  growth.  Rather,  it  strives  to  identify  basic  elements  coopera- 
tives need  to  consider  further  as  they  develop  a  growth  strategy.  To  a  considerable  extent, 
it  is  a  review  and  a  reemphasis  of  factors  already  recognized  by  cooperative  leaders. 

A  grovvrth  strategy  involves  such  factors  as  underlying  basic  philosophy,  operating 
plans,  designs  or  procedures,  role  of  new  products  and  new  services,  and  financial  plans. 
In  a  broad  sense,  it  involves  management  and  board  action  and  member  approval.  To  be 
most  effective,  a  growth  strategy  must  be  planned  and  adapted  carefully  to  special  and 
specific  situations  that  confront  each  cooperative.  Basic  questions  are:  Growth  for  what? 
Is  growth  important  if  cooperative  objectives  are  to  be  achieved?  And  can  cooperative 
principles  be  maintained  if  such  growth  objectives  are  attained? 
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Identifying  Elements  of  Growth 
1.  Setting  objectives  and  goals 

A.  Areas  to  serve  —  can  emphasis  best  be  placed  on  intensifying  service  within  the 
existing  area  or  in  adjacent  areas? 

B.  Type  of  farmer  or  farm  enterprise  to  serve  —  should  attention  be  directed  to 
meeting  needs  of  certain  specialized  producers  or  should  the  cooperative  seek  to 
serve  all  farmers? 

C.  Size  of  farmers  to  serve  —  are  there  advantages  in  serving  only  commercial  farmers 
or  should  all  farmers  be  served? 

D.  Type  members  or  patrons  to  serve  —  should  the  cooperative  serve  only 
agricultural  producers  or  should  it  also  seek  to  serve  other  people  in  a  rural 
community? 

E.  Services  to  provide  —  should  service  be  on  a  cost  basis  only  or  in  the  case  of  new 
and  experimental  services,  on  a  subsidized  basis? 

F.  Percent  increase  in  volume  over  previous  year  or  base  year  —  is  a  5,  10,  or  15 
percent  increase  reasonable? 

G.  Share  of  market  —  should  emphasis  be  on  service  as  a  "measuring  stick"  of 
f)erformance  or  should  the  cooperative  seek  to  dominate  the  business  in  a 
community? 

H.  Most  effective  ways  of  increasing  members'  net  income  —  should  emphasis  be  on 
volume  and  expansion  or  efficiency  and  cost  reduction? 

I.  Desirable  extent  of  integration  —  should  you  determine  the  percent  of  products 
you  want  to  process  and  the  percent  of  supplies  to  manufacture? 

J.  Source  of  capital  —  what  percent  of  assets  do  you  want  to  finance  with  member 
equity  capital  or  loan  capital? 

2.  Developing  plans 

A.  Short  range  —  1,  2,  or  3  years. 

B.  Long  range  —  5  or  1 0  years. 

C.  Operating  and  capital  budgets. 

D.  Necessary  control  techniques. 

Selected  Methods  of  Growth 
1 .  Internal  Growth 

A.  More  effective  performance  of  services  now  provided. 

B.  Enlarging  operations. 

(1)  Adding  branch  facilities  (horizontal  integration)  and,  or 
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(2)  Adding  processing,  manufacturing,  and  related  services  (vertical  integration). 

C.  Franchising  private  dealer-agents. 

D.  Providing  only  marketing,  supply,  or  related  services  or  providing  all  services  a 
farmer  needs  to  carry  his  farm  enterprise  or  enterprises. 

E.  Selecting  volume  building  techniques  —  sales  campaigns,  merchandising,  prospec- 
tive patron  visits,  and  meetings. 

F.  Pricing   —   volume   discounts  for  supplies  and  volume  premiums  for  products 
marketed. 

G.  Providing  field  or  management  services. 

2.  External  growth  through  acquisition  and  merger 

A.  Horizontal  integration  and,  or 

B.  Vertical  integration. 

C.  Adding  several  small  cooperatives  or  combining  with  one  or  more  of  equal  size. 

D.  Merging  to  add  new  services  and  products  or  expanding  existing  lines. 

3.  Growth  by  joint  ventures  —  with  one  or  two  other  cooperatives  or  with  one  or  two 
other  businesses  on  a  partnership  basis. 

A.  Adding  new  products  or  enlarging  existing  lines. 

B.  Expanding  trade  areas. 

C.  Expanding  processing  and  manufacturing  services. 

4.  Growth  by  cooperative  federations 

A.  For  developing  national  brand  marketing  of  farm  products  or  selling  of  farm 
supplies. 

B.  For  building  programs  to  encourage  export  sales. 

C.  For  providing  wholesale  purchasing,  warehousing,  and  transportation  services. 

D.  For  manufacturing  supplies  or  processing  farm  products. 

E.  For    specialized    services    such    as    farm    accounting,    farm    management,    and 
ownership  and  operation  of  transportation  equipment. 

Facilitating  Growth 
1.  Financing  growth 

A.  With  retained  net  margins. 

B.  With  revolving  or  non-revolving  capital. 
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C.  with  member  investment-stock,  retains,  and  debentures. 

D.  With  non-member  or  public  investments. 

E.  With  borrowed  funds. 

F.  Determining  extent  to  use  equities  of  present  members  to  expand  services  to  new 
groups  or  other  members. 

G.  FeasibiHty  of  using  subsidiaries  or  setting  up  a  separate  cooperative  under  the 
same  management  and  board. 

2.  Utilizing  research  and  technical  assistance 

A.  Kinds  of  research 

(1)  Product  or  technical 

a.  Improving  strains  of  livestock  and  crops 

b.  Cultural  practices 

c.  Research  and  development  of  new  foods 

d.  Research  and  development  of  new  supplies 

(2)  Economic  and  related  subjects 

a.  Items  discussed  under  "setting  objectives  and  goals" 

b.  Information  for  planning 

c.  Operations  —  including  methods  of  internal  and  external  growth  and 
feasibility  of  joint  ventures  and  growth  by  federations 

d.  All  aspects  of  cooperative  finance 

e.  All  aspects  of  cooperative  information  programs,  including  member  and 
public  relations,  training  programs,  and  effectiveness  of  educational 
techniques  used. 

f.  Broad  economic  questions  concerning  impacts  of  national  economic, 
political,  social  policies  on  cooperatives. 

B.  Sources  of  research  and  technical  assistance 

(1)  Cooperatives  —  regional  cooperatives.  State  cooperative  councils,  cooperative 
trade  organizations,  and  national  cooperative  associations. 

(2)  Land-grant  and  other  universities,  particularly  agricultural  experiment  stations 
and  State  extension  services. 

(3)  Agencies  of  the  Federal  Government,  particularly  Farmer  Cooperative  Service 
and  other  agencies  of  the  Department  of  Agriculture;  also  Bureau  of  the 
Census  and  other  departments. 

(4)  Private  research  firms. 
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3.  Developing  a  supporting  educational  program 

A.  Identifying  publics  to  reach 

(1)  Own  members 

(2)  Members  of  other  cooperatives  confronted  with  mutual  problems. 

(3)  Other  potential  members  —  farmers,  other  rural  people,  and  suburban  dwellers 

(4)  The  general  public  —  businesses,  educators,  law-makers,  and  church  groups. 

B.  Educational  techniques 

(1)  Annual  meetings,  conferences,  workshops,  and  regional  and  national  meetings. 

(2)  Annual  and  special  reports. 

(3)  Radio  and  TV  programs  and/or  commercials. 

(4)  Newsletters,  house  organs,  exhibits,  magazine  articles,  video  tape,  cassette 
tape,  and  other  audio-visuals. 

(5)  Training  programs  for  employees  and  directors. 

(6)  Special  programs  for  youth  and  young  farmers. 

(7)  Sources  of  Assistance  —  much  the  same  as  those  for  research  and  technical 
assistance. 
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GENERAL  SUMMARY  OBSERVATIONS y 

Cooperative  Growth  Has  Been  in  Response  to  Member  Needs 

Cooperative  growth  primarily  has  been  in  response  to  the  efforts  of  farmers  to  adjust 
their  business  operations  to  the  changing  and  complex  forces  affecting  rural  America. 
These  forces  include: 

—  Mechanization  of  agriculture. 

—  Impacts  of  technical  and  economic  research. 

—  Need  for  new  and  expanded  services. 

—  Growth  in  the  non-cooperative  agribusiness  sectors  of  the  economy. 

—  Increased  sophistication  and  business  ability  of  farm  leaders. 

As  these  leaders  gain  experience  in  running  their  own  business  affairs,  they  recognize 
that  their  cooperatives  can  be  useful  economic  tools  to  help  them  increase  their  net  farm 
returns  by  obtaining  higher  prices  for  products  they  sell  and  by  lowering  the  costs  of  the 
production  supplies  and  services  they  buy. 

Basic  Trends  in  Cooperative  Growth 

Cooperatives,  like  other  types  of  agribusiness  firms,  have  experienced  substantial 
growth  since  1950.  Net  volume  of  cooperative  business  unadjusted  for  changes  in  the 
price  level  increased  from  $8.1  billion  in  1950-51  to  $19.0  billion  in  1969-70. 

This  is  an  increase  of  1 34  percent  or  an  average  yearly  rate  of  increase  of  almost  7 
percent.  Between  75  and  80  percent  of  this  volume  is  accounted  for  by  farm  products 
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marketed  through  cooperatives,  about  20  percent  by  production  supplies  purchased,  and 
between  1  and  ZVz  percent  by  related  services. 

About  one-third  of  the  net  cooperative  marketing  business  is  accounted  for  by  dairy 
products,  one-fifth  by  grains,  soybeans,  soybean  meal  and  oil;  one-eighth  each  by 
livestock  products  and  fruits  and  vegetables;  and  smaller  amounts  are  accounted  for  by 
such  items  as  sugar  products,  poultry  products,  cotton  and  cotton  products,  rice, 
tobacco,  nuts,  wool  and  mohair,  and  dry  edible  beans  and  peas. 

One-third  of  the  production  supplies  purchased  through  cooperatives  is  accounted  for 
by  feed  and  about  one-fifth  each  by  petroleum  products  and  fertilizer.  Other  supply 
items  include  sprays  and  dusts,  building  materials,  seed,  farm  machinery  and  equipment, 
meats  and  groceries,  and  containers  and  packing  supplies. 

The  estimated  proportion  of  farm  products  marketed  through  cooperatives  has 
increased  from  20  percent  in  1950-51  to  26  percent  in  1969-70.  The  proportion 
accounted  for  by  dairy  products,  fruits  and  vegetables,  grain,  cotton  and  cotton  products 
was  higher  than  the  average. 

During  this  same  period,  the  proportion  of  farm  supplies  provided  by  cooperatives 
increased  from  12  percent  to  16  percent  with  most  significant  increases  occurring  for 
fertilizer  and  lime  and  petroleum. 

Great  care  is  needed  in  interpreting  statistics  on  cooperative  volume  and  share  of  the 
market.  These  data  relate  only  to  the  amount  of  business  at  one  stage  or  the  other  in  the 
marketing  or  distribution  process.  For  example,  about  60  percent  of  the  cooperative  milk 
volume  reported  is  sold  through  bargaining  associations.  These  associations  largely 
negotiate  for  price  and  terms  of  sale  without  physically  handling  the  product. 
Cooperatives  handling  other  products  such  as  grain  and  cotton  (except  for  processing 
soybean  and  cottonseed  oil  and  meal),  livestock,  and  tobacco,  generally  restrict  their 
activity  to  one  or  more  of  such  primary  marketing  functions  as  assembling,  grading, 
storing,  financing,  assuming  risks,  and  providing  limited  amounts  of  transportation.  In 
other  words,  marketing  cooperatives,  as  a  group,  do  comparatively  little  processing, 
integrate  operations  to  only  a  limited  extent,  and  in  most  instances  achieve  but  little 
market  penetration  beyond  the  wholesale  level.  Exceptions  are  found  in  fruit  and 
vegetable  cooperatives  that  engage  in  processing  and  in  the  sale  of  packaged  fresh  fruits, 
in  soybean  and  cottonseed  oil  processing,  and  in  some  dairy  operations. 

Farm  supply  cooperatives,  on  the  other  hand,  have  achieved  a  substantial  degree  of 
vertical  integration  in  their  feed,  fertilizer,  and  petroleum  operations.  This  includes 
substantial  production,  manufacturing,  wholesaling,  retailing,  and  related  transportation 
operations. 

The  number  of  marketing,  farm  supply,  and  related  service  cooperatives  declined 
firom  10,064  in  1950-51  to  7,790  in  1969-70. 

This  is  a  decrease  of  about  1  percent  a  year  with  relative  declines  being  somewhat 
greater  for  marketing  cooperatives  than  for  farm  supply  associations. 

Half  of  all  decUnes  were  in  number  of  dairy  associations,  about  one-forth  were  in 
farm  supply  associations,  and  additional  declines  of  significance  were  among  fruit  and 
vegetable,  livestock,  and  poultry  cooperatives. 

Cooperatives  are  small  business  enterprises.  For  instance,  just  under  40  percent  of  all 
cooperatives  did  less  than  $500,000  of  business  in  1969-70.  Another  22  percent  reported 
an  annual  volume  of  business  ranging  from  one-half  to  $1  million,  and  31  percent 
reported  an  annual  volume  of  business  in  the  $1  million  to  $5  million  range.  Thus  only  7 
percent  of  all  cooperatives  had  an  annual  volume  of  $5  million  of  business  or  more 
and  nearly  half  of  these  were  in  the  $5  million  to  $10  million  size  range. 

Farmer  Cooperative  Service  also  has  assembled  data  on  cooperative  additions  and 
discontinuances.  From  1957  through  1970,  1,700  additional  cooperatives  were  known  to 
have  been  organized.  During  this  same  period,  nearly  1,000  cooperatives  were  known  to 
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have  discontinued  operations  because  of  reorganizations  involving  mergers,  consolida- 
tions, and  acquisitions.  Another  2,700  associations  ceased  operations  for  other  reasons. 

The  number  of  cooperative  memberships  have  decreased  from  7.1  million  in  1950-51 
to  6.4  million  in  1969-70,  although  they  reached  a  high  of  7.7  million  in  1955-56.  Over 
the  20-year  period,  marketing  memberships  decreased  25  percent  and  farm  supply 
memberships  increased  12  percent. 

Total  memberships  were  divided  about  equally  between  marketing  and  farm  supply 
cooperatives  in  1969-70. 

About  five  out  of  six  farmers  are  members  of  one  or  more  cooperative  associations. 

Indications  are  that,  on  the  average,  a  cooperative  member  belongs  to  between  two 
and  three  cooperatives. 

In  1969-70,  business  volume  of  the  100  largest  cooperatives  accounted  for  about  50 
percent  of  the  gross  volume  and  net  margins  of  all  cooperatives. 

While  still  not  very  pronounced,  there  has  been  some  increase  in  the  degree  of 
diversification  and  integration  on  the  part  of  cooperatives.  This  is  evidenced  by  increases  in 
the  proportion  of  cooperatives  engaged  in  sideline  activities,  some  increase  in  processing 
activities,  and  increase  in  the  proportion  of  marketing  cooperatives  handling  farm  supplies 
and  providing  related  services,  and  some  increase  in  the  proportion  of  farm  products 
handled  by  regional  cooperatives  after  first  being  handled  by  their  branch  units  or  local 
member  affiliates.  These  trends  are  more  pronounced  among  farm  supply  cooperatives 
that  are  integrating  back  toward  sources  of  supply. 


Cooperatives  Have  Grown  Faster  Than  Other  Agribusinesses,  But  Slower  Than  the  GNP 

A  comparison  of  cooperative  trends  with  total  related  business  in  the  agricultural 
economy,  as  well  as  the  Gross  National  Product  indicates: 

—  Cooperatives  are  continuing  to  make  favorable  growth  in  relation  to  similar  sectors  of 
the  agribusiness  economy.  Both  cooperatives  and  the  agribusiness  economy,  however, 
have  been  increasing  at  a  decreasing  rate  during  the  past  5  years. 

—  Cooperative  groviTih,  like  trends  in  farm  cash  receipts  and  expenditures,  lags  behind  the 
growth  of  the  economy  as  a  whole  (GNP). 

—  It  should  be  emphasized  that  these  comparisons  are  on  the  basis  of  participating  in  one 
or  more  marketing  functions  and  do  not  indicate  integrated  and  diversified  operations 
that  are  capable  of  exerting  a  high  degree  of  market  power. 


Growth  of  Cooperatives  and  Other  Businesses 

Comparative  growth  is  here  summarized  for  the  four  largest  cooperatives  or 
cooperative  operations  of  various  types  and  the  four  other  firms  having  the  largest  similar 
or  related  business  operations.  This  growth  is  expressed  on  both  a  relative  and  an  absolute 
basis.  Both  types  of  comparisons  are  shown  for  sales,  assets,  net  worth,  and  net  margins. 
Because  of  limitations  in  data,  limited  comparisons  are  shown  for  poultry  and  cotton 
cooperatives  and  their  counterparts.  Also,  net  margins  are  only  available  for  cooperatives 
and  other  businesses  handling  farm  supplies. 

Relative  growth  is  expressed  as  the  percentage  increase  that  occurred  in  the  financial 
comparisons  for  various  types  of  cooperatives  and  other  firms  from  1960  to  1970.  It 
indicates  the  rate  of  growth,  but  in  no  way  provides  information  as  to  the  extent  or  the 
amount  of  growth  that  has  occurred. 
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Data  in  Table  21  indicate  that: 

1.  Sales  by  marketing  cooperatives  and  their  counterparts  increased  at  about  the 
same  rate,  the  principal  exceptions  being  (a)  dairy,  where  cooperative  volume  increased 
at  a  faster  rate,  and  (b)  fruits  and  vegetables  and  grain  where  cooperatives'  sales  increased 
at  a  much  slower  rate.  Tobacco  sales  by  cooperatives  actually  declined  during  the  10-year 
period. 

Sales  of  farm  supply  cooperatives  increased  at  a  somewhat  faster  rate  than  did  sales  of 
their  counterpart  firms.  This  is  primarily  due  to  relative  increases  in  sales  of  petroleum 
products.  Overall,  total  cooperative  sales  increased  134  percent  during  the  period  and  the 
other  businesses'  sales  increased  116  percent. 

2.  Total  assets  of  cooperative  marketing  associations  increased  somewhat  faster  than 
their  counterparts,  principally  because  of  trends  among  dairy  associations.  Assets  of  all 
types  of  farm  supply  cooperatives,  in  contrast,  increased  at  about  the  same  rate  as  their 
counterparts.  This,  however,  primarily  was  due  to  a  growth  in  cooperative  assets  at  a 
relatively  faster  rate  than  their  counterparts  in  the  feed  and  petroleum  industries.  The 
rate  of  cooperative  growth  in  the  fertilizer  industry  was  much  slower.  When  both 
marketing  and  purchasing  cooperatives  are  taken  into  account,  the  increase  was  much  the 
same  for  cooperatives  and  for  other  businesses. 

3.  Substantially  the  same  trends  prevailed  in  net  worth  as  in  total  assets  for  both 
cooperatives  and  other  businesses. 

4.  Net  margins  are  available  only  for  farm  supply  cooperatives  and  their  counterparts. 
Cooperatives'  net  margins  increased  at  somewhat  a  slower  rate  for  feed  and  fertilizer,  but 
at  a  faster  rate  for  pesticides  and  petroleum  products  than  for  other  businesses. 

5.  Specific  percentage  comparisons  for  the  various  types  of  firms  engaged  in 
marketing  farm  products  and  providing  farm  supplies  also  are  shown  in  the  preceding 
tabulation. 

6.  In  general,  great  care  is  needed  in  interpreting  trends  in  relative  growth.  While  such 
growth  indicates  the  rate  of  change  that  has  occurred  for  a  given  period,  it  does  not 
indicate  the  size  of  the  base  from  which  such  changes  occurred  or  the  actual  volume  of 
changes  that  occurred.  Dairy  cooperatives  serve  as  a  good  illustration. 

Data  reported  by  the  Federal  Trade  Commission  indicates  that  7,838  acquisitions  and 
mergers  have  taken  place  since  1921.  Of  these,  the  eight  largest  "non-cooperative"  firms 
accounted  for  2,319,  other  "non-cooperatives"  for  4,420,  and  farmer  cooperatives  for 
1,099.^ 

It  seems  that  recent  acquisition  and  merger  efforts  of  dairy  cooperatives,  to  a 
considerable  degree,  reflect  the  efforts  of  these  associations  to  catch-up  in  their  programs 
to  expand  and  modernize  facilities  in  the  interests  of  serving  members  more  effectively. 
While  scrutiny  by  the  Federal  Trade  Commission  may  reflect  some  of  the  decline  in 
acquisitions  and  mergers  by  non-cooperatives  that  has  occurred  in  recent  years,  it  seems 
significant  that  only  42  percent  of  the  acquisitions  and  mergers  by  the  eight  largest 
non-cooperative  firms  occurred  in  the  last  half  of  the  44-year  period  and  that  for  the 
other  businesses,  only  40  percent  of  their  acquisitions  and  mergers  occurred  during  this 
period.  In  contrast,  64  percent  of  the  cooperative  acquisitions  and  mergers  occurred 
during  this  period. 


Economic  Papers  1966-69  by  the  Staff  of  the  Bureau  of  Economics,  Federal  Trade  Commission, 
p.133. 
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Summary  of  marketing  and  farm  supply  cooperatives  and  for  other  business  firms, 
relative  increases  in  growth  from  1960  through  1970: 


Type 

of 

operation 

Financial  comparisons 

Sales 

Total  assets               :                  Net  worth 

net  margms 

Coop- 
eratives 

Other 
firms 

:    Coop-           :         Other             Coop-            :         Other 
:  eratives          :          firms       :    eratives          :         firms 

Coop-                     Other 
eratives          :         firms 

Percentage  increase  in  growth  —  1960  through  1970  ■ 


Marketing 

Dairy 
Livestock 
Fruits  &  veg. 
Grain  2 
Tobacco 


251 
36 

52 
50 

-7 


107 

291 

38 

(i) 

90 

82 

105 

89 

100 

-22 

149 

0) 

120 

92 

99 


201 

(0 

54 
41 


123 

(1) 
49 

(i) 

22 


Average 

91 

90 

139 

114 

97 

68 

- 

- 

Farm  supply 

Feed 
Fertilizer 
Pesticides 
Petroleum 

211 
169 

157 
297 

178 
160 
128 
120 

279 
150 
140 
220 

112 
537 
127 

154 

106 
50 
74 

126 

132 
530 
100 

78 

181 
188 

145 
117 

258 

491 

60 

100 

Average 

198 

130 

188 

175 

86 

104 

153 

108 

Average  all  items 

134 

116 

175 

164 

88 

99 

- 

- 

Not  available 
2 Data  for  firms  other  than  cooperatives  is  based  on  three  firms  only. 


Data  in  Table  22  show  that: 


1.  Actual  sales  of  marketing  cooperatives  increased  about  $2.2  billion  from  1960 
through  1970.  This  contrasts  with  an  increase  of  $11.7  billion  by  their  counterparts.  For 
farm  supply  cooperatives,  the  increase  was  $3.3  billion  and  for  other  firms,  it  was  $33.6 
billion. 

2.  Total  assets  of  marketing  cooperatives  increased  about  $600  million  in  contrast 
with  a  $5.1  billion  increase  in  assets  by  their  counterparts  from  1960  through  1970.  Farm 
supply  cooperatives  reported  an  increase  of  $2.2  billion  and  other  farm  supply  firms  an 
increase  of  $44.1  billion  during  the  same  period. 

3.  Net  worth  for  all  cooperatives  and  other  businesses  about  doubled  from  1960 
through  1970,  but  for  all  cooperatives  the  increase  was  from  $1  billion  to  $1.9  billion, 
while  for  the  other  businesses  the  increase  was  from  $22  billion  to  $44  billion.  The  same 
general  relationships  prevailed  among  marketing  and  farm  supply  firms. 

4.  Net  margins  are  available  primarily  for  farm  supply  cooperatives  and  their 
counterparts.  The  increase  for  cooperatives  was  from  $77  million  to  $195  million  and  for 
their  other  business  counterparts  from  $2  billion  to  $4.2  billion. 

5.  Details  for  the  various  types  of  cooperative  and  counterpart  firms  also  are  shown  in 
the  preceding  tabulations. 

6.  Information  summarizing  comparisons  for  the  10  largest  cooperatives  and  their 
counterpart  business  firms  is  shown  above. 

These  growth  trends  also  may  be  expressed  in  terms  of  the  number  of  times  greater 
absolute  increases  from  1960  through  1970  were  for  other  business  firms  than  for 
cooperatives.  For  example,  the  10  largest  other  businesses  had  an  8  times  greater  increase 
in  sales  than  did  cooperatives  ($45.3  billion  vs.  $5.5  bilHon  in  the  preceding  tabulation). 
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Actual  changes  in  financial  comparisons  that  occurred  between  1960  and  1970 
for  the  four  largest  of  various  types  of  cooperatives  and  their  counterparts  in  the  agribusiness  economy 


Marketing 

Dairy 

Livestock 
Fruits  & 
vegs. 

Grain 
Tobacco 

Total 

Farm  supply 
Feed 
Fertilizer 
Pesticides 
Petroleum 
Total 

Total 


Financial  comparisons 

Type 

Sales 

Total  assets 

of 

Cooperatives                    : 

Other  firms            :                   Cooperatives          :               Other  firms 

operation 

1960              :        1970 

1960              :        1970     :        1960                      1970     :    I960                      1970 

584 
628 

368 
642 

194 


2,416 

374 
471 
504 
304 


1,653 


2,049 
85  3 

561 
960 
181 


4,604 

1,164 
1,269 
1,296 
1,205 


4.934 


—  Million  dollars 


3,484 
2,608 

977 
2,300 
3^83 


7,208 
3,592 

1,855 
4,725 
7.365 


126 
(>) 

143 

134 

27 


13,052 

1,310 

3,855 

3,863 

16,900 


24,745 

3,646 
10,019 

8,803 
37,100 


430 

234 
333 
348 
263 


25.928 


59.568 


1.178 


493 

(i) 

260 

253 
21 


1,361 
(0 

650 

5  30 

2.829 


1,027   5,370 


885 
832 
835 
842 


724 

1,796 

4,649 

18,000 


3.394   25.169 


3,391 
(0 

1,429 
1,018 
5,631 


1 1 ,469 

1,532 
11,439 
10,566 

45,759 


69.296 


4,069 


9,538 


38,980 


84,313 


1,608 


4,421      30,539 


80,765 


Financial  comparisons  (continued) 

Type 

Net  worth 

Net  margins 

of 

Cooperatives 

Other  firms                        :      Cooperatives 

Other  firms 

operation 

1960      :        1970 

1960                      1970              : 1960 

1970         :    1960              :       1970 

Marketing 

Dairy 

Livestock 

Fruits  &  vegs. 

Grain 

Tobacco 

Total 

Farm  supply 
Feed 
Fertilizer 
Pesticides 
Petroleum 

Total 

Total 


71 

(1) 

61 

75 

6 


214 

0) 

94 

106 

6 


904 

(0 
407 

(0 
1,562 


Millions  of  dollars 

2,017 

0) 
607 
300 

1,909 


(1) 

(1) 

(1) 

9 

(0 


(1) 
(1) 
(1) 

13 
(0 


(1) 
(1) 
(1) 
(1) 
217 


213 

175 
217 
221 
173 


420 

360 
325 
385 
392 


2,873 

362 

928 

2,774 

15,200 


4,833 

839 

5,845 

5,552 

27,000 


16 
16 
22 

23 


13 

45 
46 
54 
50 


217 

36 

58 

316 

1,600 


786 
999 


1,462 


19,264 


39,236 


77 


195 


2,010 


1,882 


22,137 


44,069 


86 


208 


2,227 


(1) 
(1) 
(1) 
24 
420 


444 

129 

343 

506 

3,200 


4,178 


4,622 


Not  available. 


Data  for  firms  other  than  cooperatives  is  based  on  three  firms  only. 

Other  businesses'  total  assets  were  18  times  greater;  net  worth,  25  times  greater;  and 
net  margins,  18  times  greater. 

The  absolute  increase  for  various  financial  comparisons  for  cooperatives  and  their 
counterparts  from  1960  through  1970  are  shown  in  Figure  6.  The  absolute  figures  are  as 
follows: 


Sales 

Total  assets 

Net  worth 

Net  margins 

Type  of               . 
operation 

Coop- 
eratives    : 

Other  : 
firms  : 

Coop-   :  Other 
eratives  :   firms 

:    Coop-     : 
:  eratives  : 

Other 
firms 

Coop-    :  Other 
eratives  :  firms 

2.2 
3.3 

11.7 
33.6 

Billions  Oj 

0.6            6.1 
2.2         44.1 

Marketing 
Farm  supply 

0.2 
0.7 

2.0 
19.9 

1/             0.2 
0.12         2.2 

Total 

5.5 

45.3 

2.8          50.2 

0.9 

21.9 

0.12         2.4 

Not  available. 
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Billion 
dollars 


50 


40 


30 


20 


10 


FIG.  6  --  ABSOLUTE  INCREASES  IN  SELECTED  FINANCIAL  COMPARISONS 
FOR  COOPERATIVES  AND  OTHER  BUSINESS  FIRMS,  1960  -1970 


Sales 


45.3 


^!^m$'^'''. 


Total  Assets 
50.2 


2.8 


Net  Worth 
21.9 


0.9 


Net  Assets 
2.4 


0.1 


Co-op        Other  Co-op       Other  Co-op       Other  Co-op        Other 
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Cooperative  Size 

Throughout  this  report  we  have  emphasized  that  cooperatives  are  comparatively  small 
businesses.  This  conclusion  is  supported  by  data  showing  the  relative  position  that  the 
four  largest  cooperatives  occupy  when  compared  with  their  counterparts  among  other 
businesses. 

Data  showing  the  percentage  of  various  financial  comparisons  that  the  four  largest 
cooperatives  were  of  the  four  largest  other  businesses  for  1960-70  were: 


Type 
of 

Financial 

comparisons 

Total  sales 

Tota 

assets 

Net  worth 

Net  m 

argms 

operation 

1960      : 

1970 

1960 

■■      1970 

1960        : 

1970     '■ 

1960 

■■    1970 



Percent 







Marketing 

Dairy 

17 

28 

9 

15 

8 

11 

(1) 

Livestock 

24 

24 

(1) 

0) 

(0 

(0 

(1) 

Fruits  &  veg. 

38 

30 

22 

18 

15 

15 

(1) 

Gram 

28 

20 

25 

25 

0) 

35 

54 

Tobacco 

5 

3 

1.0 

0.4 

0.4 

0.3 

(1) 

Total 

19 

19 

8 

9 

7 

9 

(0 

(0 

Farm  supply 

Feed 

29 

32 

32 

58 

48 

43 

44 

35 

Fertilizer 

12 

13 

19 

7 

23 

6 

28 

13 

Pesticides 

13 

15 

7 

8 

8 

7 

7 

11 

Petroleum 

1.8 

3.2 

1.5 

1.8 

1.1 

1.4 

1.4 

1.6 

Total 

6 

8 

5 

5 

4 

4 

4 

5 

Total 

10 

11 

5 

5 

5 

4 

4 

5 

Not    available. 

Data    for    firms    other    than    cooperatives    is    based    on    three    firms    only 


These  data  indicate  that  total  sales  of  the  largest  marketing  and  farm  supply 
cooperatives  were  equal  to  10  percent  of  the  total  sales  of  their  counterparts  in  1960  and 
to  11  percent  in  1970.  As  will  be  noted,  the  proportion  was  appreciably  higher  for 
marketing  cooperatives  than  for  farm  supply  associations.  Details  as  to  variations  for 
different  types  of  cooperatives  are  also  shown  in  the  preceding  tabulation. 

These  comparisons  also  show  that  cooperatives  account  for  an  even  smaller  proportion 
of  the  net  margins,  total  assets,  and  net  worth  than  do  their  counterparts  in  related  types 
of  business  activity.  In  fact,  in  no  instance  were  the  totals  for  marketing  and  farm  supply 
cooperatives  equal  to  more  than  five  percent  of  those  of  other  businesses. 


Strategy  for  Cooperative  Growth 

The  first  step  to  develop  a  strategy  for  cooperative  growth  is  to  identify  elements  of 
growth.  This  requires  that  each  association  must  set  its  own  objectives  and  goals  and 
develop  plans  for  implementing  them.  Achieving  realistic  growth  also  requires  an 
understanding  of  methods  of  growth,  both  internal  and  external  in  character.  These 
include,  for  example,  exploration  of  opportunities  through  joint  ventures  and  federations. 
Finally,  it  is  important  to  recognize  ways  to  facilitate  growth.  Consider  financing 
methods,  techniques  for  utilizing  research  and  technical  assistance,  and  the  need  for 
developing  a  supporting  educational  program. 
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Estimated  business*  of  marketing  and  farm  supply 
cooperatives  for  specified  periods,^  1925-26  through  1949-50 


Type  of 

cooperative 

Period 

Marketing 

Farm 

supply 

;                         Total 

$1,000,000 

Percent 

$1,000,000 

Percent 

$1,000,0001 

Percent 

1925-26 

2,265 

94 

135 

6 

2,400 

100 

1927-28 

2,172 

94 

128 

6 

2,300 

100 

1929-30 

2,310 

92 

190 

8 

2,500 

100 

1930-31 

2,185 

91 

215 

9 

2,400 

100 

1931-32 

1,744 

91 

181 

9 

1,925 

100 

1932-33 

1,200 

90 

141 

11 

1,340 

100 

1933-34 

1,213 

89 

152 

11 

1,365 

100 

1934-35 

1,343 

88 

187 

12 

1,530 

100 

1935-36 

3 

1,586 

86 

^254 

14 

1,840 

100 

1936-37"* 

3 

1,883 

86 

313 
^350 

^335 

14 

2,196 

100 

1937-38 

3 

2,050 

85 

15 

2,400 

100 

1938-39 

3 

1,765 

84 

16 

2,100 

100 

1939^0 

1,729 

83 

358 
,  369 

17 

2,087 

100 

1940-41 

1,911 

84 

16 

2,280 

100 

1941-42 

2,360 

83 

^  480 

17 

2,840 

100 

1942-43 

3 

3,180 

84 

^  600 

16 

3,780 

100 

1943-44 

4,430 

86 

^  730 

14 

5,160 

100 

1944-45 

4,835 

86 

^  810 

14 

5,645 

100 

1945-46 

5,147 

85 

^  923 

15 

6,070 

100 

1946-47 

3 
3 
3 

6,005 

84 

1,111 

16 

7,116 

100 

1947-48 

7,195 

83 

^1,440 

17 

8,635 

100 

1948-49 

7,700 

83 

1,620 

17 

9,320 

100 

1949-50 

7,082 

81 

^1,643 

19 

8,726 

100 

Includes  the  value  of  commodities  sold  or  purchased  for  patrons  and  the  service  charges  for 
associations  rendering  other  essential  services  either  in  marketing  or  purchasing. 

Limited  data  assembled  for  1913,  1915,  and  1921  are  not  considered  comparable  and  therefore  are 
omitted. 

Combining  the  supply  business  by  all  associations,  the  estimated  totals  are:  1935-38  marketing 
season,  $315  milHon;  1936-37,  $313  million;  1937-38,  $440  million;  1938-39,  $416  million;  1939-40, 
$448  million;  1940-41,  $450  million;  1941-42,  $600  million;  1942-43,  $750  million;  1943-44,  $1.0 
billion;  1944-45,  $1.1  billion;  1945-46,  $1.2  billion;  1946-47,  $1.5  billion;  1947-48,  $1.8  billion; 
1948-49,  $2.0  billion;  1949-50  $2.2  billion. 

4 

Estimates  are  based  on  data  collected  by  the  Farm  Credit  Administration  in  cooperation  with  the 
banks  for  cooperatives  and  33  State  agricultural  colleges  for  1936-37. 
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Period 


Comparative  change  in  net  volume  of  business  of  marketing, 
farm  supply,  and  related  service  cooperatives,  1950-51  through  1969-70 

Net  volume 


Products 
marketed 


Year- 

to 
year 
change 


Index 
change 


Year- 

to 
year 
change 


Supplies 
purchased 


Index 
change 


Related  serv- 
ices  provided 


Year- 
to 

year 
change 


Index 
change 


Total 


Year- 

to 

year 

change 


Index 
change 


Percent 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Number 

1950-51 

- 

100.0 

— 

100.0 

— 

100.0 

— 

100.0 

1951-52 

+16.0 

115.9 

+ 

13.8 

113.8 

+14.5 

114.5 

+ 

15.5 

115.5 

1952-53 

-0.1 

115.7 

+ 

5.0 

119.5 

+23.8 

141.8 

+ 

1.2 

116.8 

1953-54 

-  0.4 

115.3 

- 

1.8 

117.4 

+11.3 

157.9 

- 

0.5 

116.3 

1954-55 

+   1.2 

116.6 

+ 

2.2 

119.9 

+23.9 

195.6 

+ 

1.8 

118.3 

1955-56 

+  0.9 

117.7 

+ 

1.2 

121.4 

+   9.9 

215.0 

+ 

1.2 

119.7 

1956-57 

+   6.7 

125.7 

+ 

4.9 

127.3 

+   9.2 

234.7 

+ 

6.4 

127.4 

1957-58 

+   4.0 

130.7 

+ 

1.9 

129.8 

+   5.3 

247.1 

+ 

3.6 

131.9 

1958-59 

+   9.4 

143.0 

+ 

8.4 

140.7 

+  10.5 

273.0 

+ 

9.2 

144.1 

1959-60 

+   2.5 

146.6 

+ 

1.6 

142.9 

+   9.3 

298.3 

+ 

2.5 

147.7 

1960-61 

+    3.2 

151.3 

+ 

2.7 

146.7 

+   2.5 

305.7 

+ 

3.1 

152.3 

1961-62 

+   5.5 

159.6 

+ 

3.6 

152.0 

-   1.1 

302.2 

+ 

5.0 

159.8 

1962-63 

+  6.6 

170.2 

+ 

5.6 

160.5 

+   0.4 

303.4 

+ 

6.3 

169.8 

1963-64 

+   3.5 

176.1 

+ 

4.7 

168.0 

+    3.2 

313.2 

+ 

3.7 

176.1 

1964-65 

+   2.7 

180.9 

+ 

2.8 

ni.i 

+  0.8 

315.7 

+ 

2.7 

180.9 

1965-66 

+   5.9 

191.6 

+ 

6.0 

183.1 

+    3.0 

325.2 

+ 

5.9 

191.5 

1966-67 

+   5.8 

202.7 

+ 

8.2 

198.1 

-   2.3 

317.7 

+ 

6.1 

203.1 

1967-68 

+   2.3 

207.3 

+ 

5.4 

108.9 

-  0.5 

316.1 

+ 

2.9 

209.0 

1968-69 

+    1.9 

211.2 

+ 

2.2 

213.6 

+  11.0 

350.9 

+ 

2.1 

213.5 

1969-70 

+10.2 

232.8 

+ 

6.1 

226.6 

+  11.5 

391.3 

+ 

9.4 

233.5 
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APPENDIX 
TABLE  C 


Percentage  of  net  cooperative  business  accounted  for  by  individual  products  marketed, 
supplies  purchased,  and  services  provided,  selected  periods,  1950-51  through  1969-70 


Functional  group  and  commodity 


Products  marketed 

Beans  &  peas  (dry  edible 
Cotton  &  cotton  products 
Dairy  products 
Fruits  &  vegetables 
Grain,  soybeans,  &  soybean 

meal  &  oil 
Livestock  &  livestock 

products 
Nuts 

Poultry  products 
Rice 

Sugar  products 
Tobacco 
Wool  &  mohair 
Miscellaneous 

Total 

Supplies  purchased 

Building  materials 
Containers  &  packaging 

supplies 
Farm  machinery  &  equipment 
Feed 
Fertilizer 
Meats  &  groceries 
Petroleum  products 
Seed 

Sprays  &  dusts  (farm  chemicals) 
Miscellaneous  supplies 

Total 
Related  services  provided 
Total  —  all  types 


1950-51 


0.4 

3.9 

23.9 

8.7 

16.7 


(2) 


100.0 


Period 


1955-56 


1960-61 


1965-66 


0.3 

4.9 

26.1 

7.4 

16.1 


0.8 


100.0 


Percent 


0.3 

4.8 

26.1 

7.6 

16.9 


0.7 


100.0 


0.2 

5.3 

24.5 

9.2 

17.2 


0.8 


100.0 


1969-70 


0.2 

2.3 

27.0 

9.4 

15.8 


16.3 

12.1 

11.5 

10.7 

11.3 

1.4 

0.9 

1.0 

1.2 

1.3 

3.2 

3.6 

3.4 

2.8 

3.1 

1.1 

4.1 

1.3 

1.5 

1.8 

(0 

1.3 

3.0 

3.3 

3.3 

1.6 

2.0 

1.1 

1.7 

2.0 

0.4 

0.3 

0.2 

0.2 

0.1 

0.9 

0.4 

0.4 

0.4 

0.3 

78.5 

76.8 

77.6 

78.2 

77.9 

0.8 


(2) 

0.2 

0.2 

0.2 

0.2 

0.8 

o;7 

0.6 

0.5 

0.6 

8.4 

7.9 

7.2 

6.7 

6.5 

1.9 

2.7 

2.9 

3.6 

3.5 

(2) 

0.5 

0.4 

0.4 

0.4 

4.5 

5.1 

5.0 

4.5 

4.5 

1.1 

1.0 

0.8 

0.8 

0.8 

(2) 

0.4 

0.5 

0.6 

0.9 

3.6 

1.7 

1.6 

1.6 

1.9 

20.3 

21.0 

19.9 

19.7 

20.1 

1.2 

2.2 

2.5 

2.1 

2.0 

100.0 


Included  in  Miscellaneous  products  marketed. 
Included  in  Miscellaneous  supplies  purchased. 
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Number  listed  of  marketing  and  farm  supply  cooperatives' 
for  specified  periods,    1925-26  through  1949-50 


Type  of  cooperative 

Period 

Marketing 

:                   Farm 

supply 

:                         Total 

Number                   Percent 

Number 

Percent 

Number 

Percent 

1925-26 

9,586 

89 

1,217 

11 

10,803 

100 

1927-28 

10,195 

89 

1,205 

11 

11,400 

100 

1929-30 

10,546 

88 

1,454 

12 

12,000 

100 

1930-31 

10,362 

87 

1,588 

13 

11,950 

100 

1931-32 

10,255 

86 

1,645 

14 

11,900 

100 

1932-33 

9,352 

85 

1,648 

15 

11,000 

100 

1933-34 

9,052 

83 

1,848 

17 

10,900 

100 

1934-35 

8,794 

82 

1,906 

18 

10,700 

100 

1935-36 
1936-37^ 

8,388 

80 

2,112 

20 

10,500 

100 

8,142 

76 

2,601 

24 

10,743 

100 

1937-38 

8,300 

76 

2,600 

24 

10,900 

100 

1938-39 

8,100 

76 

2,600 

24 

10,700 

100 

1939-40 

8,051 

75 

2,649 

25 

10,700 

100 

1940-41 

7,943 

75 

2,657 

25 

10,600 

100 

1941-42 

7,824 

74 

2,726 

26 

10,550 

100 

1943-43 

7,708 

74 

2,742 

26 

10,450 

100 

1943-44 

7,522 

73 

2,778 

27 

10,300 

100 

1944-45 

7,400 

73 

2,750 

27 

10,150 

100 

1945-46 

7,378 

73 

2,772 

27 

10,150 

100 

1946-47 

7,268 

72 

2,857 

28 

10,125 

100 

1947-48 

7,159 

71 

2,976 

29 

10,135 

100 

1948-49 

6,993 

69 

3,082 

31 

10,075 

100 

1949-50 

6,922 

69 

3,113 

31 

10,035 

100 

Includes  independent  local  associations,  federations,  centralized  associations,  and  sales  agencies. 

Most  statistics  pertaining  to  marketing  and  farm  supply  cooperatives  are  now  compiled  on  the  basis 
of  the  marketing  season  which  includes  the  period  during  which  the  farm  products  of  a  specified  year 
are  moved  into  the  channels  of  trade.  Marketing  seasons  overlap. 

Information  is  from  a  survey  made  by  the  Farm  Credit  Administration  in  cooperation  with  the 
district  banks  for  cooperatives  and  33  State  agricultural  colleges,  for  1936-37. 
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TABLE  E 

Comparative  change  in  numbers 

of  marketing, 

Farm  supply, 

and  related 

service  cooperatives, 

1950-51  through  1969-70 

Type  of  cooperatives 

Marketing 

Farm  supply 

Related  service 

Total 

Year- 

Year- 

Year- 

Year- 

Period 

to 

Index 

to 

Index 

to 

Index 

to 

Index 

= 

year 

change 

year 

change 

year 

change         ■ 

year 

change 

change 

change 

'■    change 

change 

Percent 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Number 

1950-51 

- 

100.0 

- 

100.0 

- 

100.0 

- 

100.0 

1951-52 

+  1.2 

101.2 

+  1.2 

101.2 

-0.4 

99.6 

+1.1 

101.1 

1952-53 

-1.4 

99.7 

+  1.6 

102.9 

-4.6 

95.0 

-0.5 

100.6 

195  3-54 

-0.7 

99.0 

-0.1 

102.8 

-3.2 

92.0 

-0.6 

100.1 

1954-55 

-2.0 

97.1 

-0.8 

101.9 

-5.8 

86.6 

-1.7 

98.4 

1955-56 

-0.7 

96.4 

+0.9 

102.8 

+  3.5 

89.7 

-0.1 

98.3 

1956-57 

0.0 

96.4 

-0.1 

102.7 

-0.4 

89.3 

0.0 

98.3 

1957-58 

-2.6 

93.9 

+0.3 

103.0 

-0.4 

88.9 

-1.6 

96.7 

1958-59 

-1.3 

92.7 

+0.1 

103.2 

-1.7 

87.4 

-0.8 

96.0 

1959-60 

-3.5 

89.4 

-2.7 

100.4 

-3.9 

84.0 

-3.2 

92.9 

1960-61 

-1.7 

87.9 

-2.3 

98.1 

-2.7 

81.7 

-1.9 

91.0 

1961-62 

-1.8 

86.3 

-0.5 

97.7 

-3.3 

79.0 

-1.4 

89.8 

1962-63 

-2.2 

84.4 

+0.2 

97.8 

-6.3 

74.0 

-1.5 

88.5 

1963-64 

-1.5 

83.2 

+0.5 

98.3 

+  3.1 

76.3 

-0.7 

87.9 

1964-65 

-2.1 

81.4 

-4.4 

94.0 

-3.5 

73.7 

-3.0 

85.3 

1965-66 

-2.1 

79.7 

-4.4 

89.8 

-3.6 

71.0 

-3.0 

82.8 

1966-67 

-2.3 

77.9 

-2.6 

87.5 

-4.3 

67.9 

-2.4 

80.7 

1967-68 

-2.9 

75.6 

-1.3 

86.4 

-1.1 

67.2 

-2.3 

76.9 

1968-69 

-3.2 

73.2 

-1.5 

85.1 

+2.8 

69.1 

-2.4 

77.0 

1969-70 

+1.3 

74.2 

-0.6 

84.5 

0.0 

69.0 

+0.6 

77.4 
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Estimated  membership    of  marketing  and  farm  supply  cooperatives 
for  specified  periods,^  1927-28  through  1949-50 


Type  of 

cooperative 

Period 

Market 

ng 

Farm 

supply 

Total 

Number 

Percent 

Number 

Percent 

Number 

Percent 

(1,000) 

(1,000) 

(1,000) 

1927-28 

2,602 

87 

398 

13 

3,000 

100 

1929-30 

2,630 

85 

470 

15 

3,100 

100 

1930-31 

2,608 

87 

392 

13 

3,000 

100 

1931-32 

2,667 

83 

533 

17 

3,200 

100 

1932-33 

2,457 

82 

542 

18 

3,000 

100 

1933-34 

2,464 

78 

692 

22 

3,156 

100 

1934-35 

2,490 

76 

790 

24 

3,280 

100 

1935-36 

2,710 

74 

950 

26 

3,660 

100 

1936-37^ 

2,414 

74 

856 

26 

3,270 

100 

1937-38 

2,500 

74 

900 

26 

3,400 

100 

1938-39 

2,410 

73 

890 

27 

3,300 

100 

1939-40 

2,300 

72 

900 

28 

3,200 

100 

1940-41 

2,420 

71 

980 

29 

3,400 

100 

1941-42 

2,430 

68 

1,170 

32 

3,600 

100 

1942-43 

2,580 

67 

1,270 

33 

3,850 

100 

1943-44 

2,730 

64 

1,520 

36 

4,250 

100 

1944-45 

2,895 

64 

1,610 

36 

4,505 

100 

1945-46 

3,150 

63 

1,860 

37 

5,010 

100 

1946-47 

3,378 

62 

2,058 

38 

5,436 

100 

1947-48 

3,630 

62 

2,260 

38 

5,890 

100 

1948-49 

3,973 

62 

2,411 

38 

6,384 

100 

1949-50 

4,075 

62 

2,509 

38 

6,584 

100 

The  membership  estimates  for  the  years  since  about  1935  include  members,  contract  members,  and 
shareholders,  but  do  not  include  patrons  not  in  these  categories.  (There  is  some  duplication  in  these 
membership  figures  due  to  the  fact  that  some  farmers  belong  to  more  than  one  association.) 

Most  statistics  pertaining  to  marketing  and  farm  supply  cooperatives  are  now  compiled  on  the  basis 
of  the  marketing  season  which  includes  the  period  during  which  the  farm  products  of  a  specified  year 
are  moved  into  the  channels  of  trade.  Marketing  seasons  overlap. 

Estimates  are  based  on  data  collected  by  the  Farm  Credit  Administration  in  cooperation  with  the 
banks  for  cooperatives  and  33  State  Agricultural  colleges  for  1936-37. 
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Comparative  change  in  cooperative  memberships  for  marketing,  farm  supply, 
and  related  service  cooperatives,  1950-51  through  1969-70 


Period 


Type  of  cooperative 

Marketing 

Farm  supply 

Related  services 

Total 

:      Year- 

to                  Index 
:       year                change 
:    change         : 

Year- 
to                   Index 

year               change 
change         : 

Year-         : 

to            :       Index 
year          :     change 
change 

Year- 

to 

year 

change 

Index 
:    change 

1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 


Percent 

+2.7 

+0.4 

+0.6 
-1.4 

+0.2 
-2.4 
-2.9 
-0.5 
-6.2 
-4.1 
-1.5 

+4.7 

+0.8 

+4.9 
-4.1 
-9.3 
-2.2 
-2.6 
-1.2 


Number 

100.0 

102.7 

103.1 

103.8 

102.3 

102.6 

100.1 

94.2 

93.8 

88.0 

84.3 

83.1 

87.0 

87.7 

92.1 

88.3 

80.1 

78.3 

76.2 

75.3 


Percent 

+5.3 
+3.5 
+3.6 
+2.1 
+3.6 
+1.3 
+1.5 
+2.8 
-1.2 
+2.2 
-1.2 
-1.1 
-4.7 
-5.1 
-3.0 
+0.5 
+0.6 
+0.1 
+0.1 


Number 

100.0 
105.3 
109.0 
113.0 
115.4 
119.6 
121.2 
123.1 
126.6 
125.1 
127.8 
126.2 
124.9 
119.0 
112.9 
109.6 
110.1 
110.6 
110.8 
111.9 


Percent 

+8.2 
-12.5 

-8.1 
-17.2 

-4.4 

-4.5 

+2.7 
-15.0 

-5.5 

-2.5 
-11.3 

-7.8 

+2.5 

-3.6 
-10.1 

-5.3 

-2.0 

-2.2 

-9.3 


Number 

100.0 
108.2 
94.6 
87.0 
72.0 
68.8 
65.7 
67.5 
57.4 
54.2 
52.8 
46.7 
43.2 
44.3 
42.7 
38.4 
36.4 
35.6 
34.8 
31.6 


Percent 

+3.8 
+1.5 
+1.8 
-0.1 
+  1.7 
-0.8 
-2.4 
+1.0 
-3.8 
-1.0 
-1.4 
+  1.7 
-1.9 
0.0 
-3.6 
-4.8 
-0.9 
-1.3 
-0.1 


Number 
100.0 
103.8 
105.4 
107.2 
107.2 
109.0 
108.2 
105.6 
106.6 
102.6 
101.5 
100.1 
101.8 

99.8 

99.9 

96.3 

91.7 

90.9 

89.7 

89.6 
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Other  Publications  Available 

List  of  Publications.  Information  4 

Statistics  for  Farmer  Cooperatives 

Farmer  Cooperatives  in  the  United  States.  Bulletin  I 

Legal  Phases  of  Farmer  Cooperatives.  Bulletin  10 

Cooperative  Bargaining  Developments  in  the  Dairy  Industry,  1960-70,  with  emphasis  on  the  central  U.S. 
Research  Report  19 

Handbook  on  20  Major  Regional  Supply  Cooperatives.  Research  Report  20 

Integrated  Petroleum  Operations  of  Farmer  Cooperatives,  1969.  Research  Report  21 

Cottonseed  and  Soybean  Processing  Cooperatives.  Information  75 

A  copy  of  these  publications  may  be  obtained  from: 

Farmer  Cooperative  Information 
U.S.  Department  of  Agriculture 
Room  1474  South  Building 
Washington,  DC,  20250 


1022200201 


T^armer  Cooperative  Service  provides  research,  management,  and  educational  assistance  to  cooperatives  to 
-^  strengthen  the  economic  position  of  farmers  and  other  rural  residents.  It  works  directly  with  cooperative  leaders 
and  Federal  and  State  agencies  to  improve  organization,  leadership,  and  operation  of  cooperatives  and  to  give 
guidance  to  further  development. 

The  Service  (1)  helps  farmers  and  other  rural  residents  obtain  supplies  and  services  at  lower  cost  and  to  get  better 
prices  for  products  they  sell;  (2)  advises  rural  residents  on  developing  existing  resources  through  cooperative  action 
to  enhance  rural  living-,  (3)  helps  cooperatives  improve  services  and  operating  efficiency;  (4)  informs  members, 
directors,  employees,  and  the  public  on  how  cooperatives  work  and  benefit  their  members  and  their  communities; 
and  (5)  encourages  international  cooperative  programs. 

The  Service  publishes  research  and  educational  materials  and  issues  News  for  Farmer  Cooperatives.  All  programs  and 
activities  are  conducted  on  a  nondiscriminatory  basis,  without  regard  to  race,  creed,  color,  sex,  or  national  origin. 
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